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W e Are Mighty Proud Of Our Record 
and T hank the T housands of Bankers 
W ho Have Helped Us Make T hat Record

Back in September, 1903, we got our first thrill when word came in that 
our recently installed Burglar Alarm had completely routed a gang of deter­
mined "Yeggs" in their well-planned attack on the State Bank of Wabasso, 
Minnesota. No loss, of course.

Since that first victory, we have added to our protective laurels, by  de­
feating both  Burglary and H o ld -u p  attack, one after the other, until the total 
o f  Banks saved, is n ow  upw ard o f  150.

No man can estimate the number of planned attacks that were wisely 
abandoned when the criminals learned that the Bank in mind had McClintock 
Protection.

W ith  this record, it is on ly  natural that today, we should en joy  the dis­
tinction o f  having more banks under Com plete protection, than have all other 
organizations com bined.

Yes, twice as many.

So when you  meet a M cC lin tock  man it w ill pay you  to talk to him 
about Protection. Y o u  w ill find that he know s from  experience just h ow  best 
to safe-guard your Bank against all types o f  Burglary and H old -u p .

O. B. M cC lintock  C o m pa n y
The Largest and M ost Complete Organization of Its Kind in the 'World 

W ith a Record of Over 33 Years of Helpful, Dependable Service
GENERAL OFFICE AND FACTORIES

Minneapolis, Minnesota
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To the Bankers

OF THE NORTHWEST
Better attendance has been a highlight of annual Bankers Conventions 

held so far this year.

More important, the general feeling has prevailed that business is better.

Banks all over the country, and certainly in the Northwest, should soon 
begin to feel the benefits of business going forward.

Crop prospects are good. Prices on farm commodities are good.

There is definite activity along the entire front of business: in manufac- 
turing, in the demand for raw materials, in carloadings, in retail buying 
and selling.

Bankers of the Northwest will find our facilities as a correspondent bank 
useful, valuable, practical— now, and in the future.

Department of Banks and Bankers

W M . N . JO H N S O N  
Vice President

D . E. CRO W LEY 
Representative

F. W . C O N R A D  
Assistant Cashier

L. G IS V O L D
Representative

n o r t h w e s t e r n  n a t i o n a l  b a n k
AND TRUST COMPANY

O F M IN N E A PO LIS

Sixth Street . . . Seventh Street . . . and Marquette Avenue
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Sound and P rofitab le  Loans
Our “Field Warehousing” Service is 
Creating Such Loans for Many Banks

W H A T  IT PERFORMS FOR THE B A N K S :
It furnishes a Bank with FIRST SECURITY on raw ma­
terials and finished products located on the borrower’ s 
own premises. Warehouse Receipts constitute the most 
desirable form of inventory collateral and are prefer­
able to bills of sale, chattel mortgages and trust arrange­
ments.

The Bank has complete CONTROL of the proceeds of 
sales of the security and the source of repayment of the 
loans.

------ •------
It creates a LIQUID LOAN. Warehouse Receipts loans 
under most conditions meet rediscounting qualifications 
of the Federal Reserve Banks.

---- ©----

It removes the necessity of a Bank relying upon intangible 
forms of security, such as guarantees, endorsements, etc.

---- • ---- -

Its low cost makes unsecured loans unnecessary.
---- &----

Importantly, it enables a Bank to acquire new lending 
business on a SOUND basis; to SAFELY increase existing 
credits, and to take on excess lines. Through Warehouse 
Receipts a Bank may exceed in most instances its legal 
lending limit to an individual customer.

------•------
It aids in the development of deserving local industries 
by making available banking collateral, and it opens an 
avenue to PROFITABLE employment of a bank’s funds.

------•------

We are experienced, extensive and responsible operators of ‘"Field 
Warehouses”  and invite your enquiries regarding our proven 
method of converting borrowers’ inventories into SOUND BANKING 
COLLATERAL.

ST. PAUL TERMINAL WAREHOUSE CO.
ST. PAUL, MINN.

MINNEAPOLIS 
618 Washington Avenue North

MILWAUKEE
1330 First Wisconsin Nat’l Bank Bldg.
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* 11 "

: E D I T O R I A L  :
Hindsight vs. Foresight

T he present corn situation is a renewed exempli­
fication of the old adage that hindsight is better than 
foresight.

When the Department of Agriculture instituted its 
corn-hog reduction program it was welcomed in most 
quarters. There had been a big production of corn 
the previous year, hogs were selling at almost record 
low prices.

Then came the drouth, further reducing both, re­
sulting in small spring and fall pig crops in 1934, a 
small pig crop last spring, a dearth of carry-over 
corn.

Prices responded but it will not be before the fall 
of 1936 that we will be able to produce anything like 
a normal pig crop.

The corn situation is serious and into this phase 
of reduction of production there enters import corn 
and the failure of Washington to foresee and provide 
for protection of United States corn growers, as it 
has also, it may be said, in the matter of the import 
of butter and other dairy products. Our .tariff wall 
is not high enough, in the circumstances, to help the 
farmer fully in either instance.

As illustrations, Argentine alone since January 1 
has exported to this country 13,569,000 bushels of 
corn, paying 25 cents a bushel duty and shipping 
charges, laying it down in Chicago and making a 
profit on it at 8IV2 cents a bushel, about 5 cents 
under the present Chicago price for our yellow 
domestic-grown No. 2 corn.

Any time the wholesale price of butter gets around 
26 cents a pound in New York Denmark can and 
does sell its butter here in competition with this 
great butter-producing Northwest.

Hindsight would have come in mighty handy if it 
had been employed when foresight was reducing our 
production of corn, hogs and butter— a hindsight 
that would have raised our import barriers to the 
point where our farmers might have realized to the 
full the gain in prices the curtailment program and 
the drouth brought about.

W hen Man's Planning is Futile
T here are certain fu ndam ental  laws of nature 

and economic procedure with which experience has 
shown us it is not practical to interfere or try to 
regulate by man-made processes.

Chief of these is supply and demand irrespective 
of whether the product in question is produced large­
ly by nature, such as farm crops, or is manufactured, 
such as merchandise.

Of the two it would seem that merchandise, in­
cluding such allied lines as products entering into 
construction, etc., would be most easily controlled, 
yet we have the failure of NRA as evidence that even 
in these things a planned economy will not succeed. 
Termination of the destructive drouth in a sudden 
and great downpour of rain this spring and summer,

witnesses how absurd it is to try to plan things for 
Mother Nature.

We have been consistent in this position and, of 
course, have many substantial business leaders, stu­
dents of economy and great industrial institutions in 
full sympathy with our position.

Now comes the Guaranty Trust Co. of New York 
City, in its June 24 review, saying:

“ The passing of the NRA as an instrumentality by means 
of which the realm of private business could be invaded by 
the government for the purpose of experimental control adds 
one more instance to the long list of planned-economy failures 
throughout the world.”

Down from the time of the Greek philosophers we 
have the experience of the wreckage of planned 
economy. It is difficult to understand why we still 
persist in futile beating against the solid wall of 
fundamentals.

England's Strike Laws
T he terrorist strike in this country, fanned by 

communistic fires, is a growing menace to our eco­
nomic welfare. The Wagner bill, with its NRA sec­
tion 7A fagot will add to the conflagration. All our 
laws and those proposed seem aimed at widening of 
the breach between labor and capital. They are too 
controversial, leave too many loopholes for disputes.

In respect to strikes and the institution of strikes 
we might well pattern more after the British law 
which lays down hard and fast rules that both sides 
must observe. Labor is well protected in its rights, 
yet cannot precipitate easily those disastrous strikes 
common to this country in which, after all, the pub­
lic is the chief loser and the greatest sufferer. 
Sympathetic and general strikes are illegal, unions 
cannot deprive men of their membership if they re­
fuse to strike.

These would appear to be wise laws and would re­
move from the communist his chief weapon in 
fomenting such great upheavals as have occurred in 
this country and are promised under the provisions 
of the Wagner bill.

A Further Block to Recovery
President Roosevelt’s “wider redistribution of 

wealth” program, coming out of a clear sky last 
week, marked “must” for Congress at this session, 
has served as a further block to business recovery, 
no matter in what light it may be looked upon by the 
varying components of the economic and social struc­
tures of the United States. Here are the five planks 
of the program :

1. An inheritance and gift tax (no specified amount) on “ all 
very large amounts received by any one legatee,” the pro­
ceeds to be used to reduce the national debt.

2. “ A definite increase in the taxes now levied upon very 
great individual net incomes”—especially those over $1,000,000.

3. A graduated income tax on corporations, ranging from 
10% to 16% per cent, according to size of the corporations, 
and replacing the presnt uniform levy of 13% on all com­
panies.

4. Ultimate elimination of all “unnecessary” holding com­
panies through taxation.

5. A constitutional amendment to permit the taxation of
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now tax-exempt federal, state and municipal government 
securities.

Of the five the one most seriously affecting busi­
ness and giving it concern is that proposing to in­
crease the income tax on the larger corporations. 
Here we have an already heavily overburdened busi­
ness structure that can scarcely be expected to put 
much spirit behind expansion when faced with 
further tax penalty if it does show progress.

We have got to raise more taxes but let’s not espe­
cially penalize the very ones that can pull us over 
the economic hill.

TWENTY-FIVE YEARS AGO
— from the Commercial West, july 2, 1910

Interstate Securities Co. of Minneapolis has voted an in­
crease of $100,000 in its capital stock. Officers are Joseph U. 
Barnes, president; Richard C. Thompson, vice president; 
Eugene B. Barnes, secretary and treasurer.

Fred Sanberg has succeeded J. E. Roman as cashier of the 
Stannard State Bank at Taylors Falls.

The first State Bank at Dayton, Minn., will open for busi­
ness about July 1 with Hugh R. Ruttell as cashier.

The Merchants & Savings Bank has been organized at Madi­
son, Wis., with $50,000 capital. A. M. Stondall is president;
M. C. Hagan, cashier.

The State Bank and the Farmers State at Barlow, N. D., 
have consolidated with John A. Dolle continuing as cashier.

R. S. Vasey, E. H. Wood and others have organized the 
Pierre Banking & Trust Co. with $50,000 capital at Pierre,
S. D.

Security Savings Bank at Rapid City, S. D., is being reor­
ganized. A. O. Figge has resigned as cashier and has been 
succeeded by M. J. Nicholson.

First National, Miles City, Mont., has let a contract for a 
new building to cost about $52,000.

The Commercial West editor, consistent then as now, takes 
a man’s sized wallop at fake investment offerings. He says: 
“ One of the glaring sign posts on the road to investment ruin 
is the advertising promising large returns from small invest­
ments. Always take the skeptical viewpoint toward such an­
nouncements.”

They held their state conventions late in the summer 25 
years ago. In 1910 North Dakota was to meet at Valley City, 
July 8-9; Wisconsin at La Crosse, August 17-18, and Mon­
tana at Bozeman, August 30-31.

James J. Hill, speaking before the National Millers Associa­
tion convention in Minneapolis, cited as serious the problem of 
congested terminal facilities and recommended large expan­
sion to meet the great growth of the Northwest.

The Canadian government proposes to establish union stock- 
yards at St. Boniface, a suburb of Winnipeg.

Pacific Light & Power Co., Portland, Ore., is being organ­
ized with outstanding capital of $7,500,000.

Railroads entering Spokane are planning to spend $7,000,000 
on development of terminals and a union station.

W. P. Davidson of St. Paul has purchased 800,000 acres of 
agricultural and timber lands in Oregon which he is placing 
on the market at $8 an acre for grazing land up to $55 to $200 
an acre for good agricultural land.

Drouth conditions in North Dakota and Minnesota are be­
coming critical and spring wheat prices are advancing 6 to 7 
cents a bushel in the Minneapolis market.

C. T. Jaffray, representing the creditors’ committee of the 
Heffelfinger Shoe Manufacturing Co., and Joseph Chapman, 
Jr., of the creditors’ committee of the North Star Shoe Co. 
met about 40 Minneapolis business men on June 29 at the 
Commercial Club and made a report of the plan by which 
the Heffelfinger affairs have been handled.

THE BULL’S EYE
By the Sharpshooter

V isit in g  around  state banking conventions the 
last few days I cannot help but compare the feeling 
this year amongst bankers with that of last year at 
this time. It is really remarkable what a change 
there is— what beneficent Mother Nature when she 
smiles can do to change the prospect of men and 
nations.

Last year as June drew into July great areas of 
the Northwest and throughout the nation were be­
ing blasted by a merciless sun whose heat was beat-# 
ing down through cloudless, brassy skies upon a 
parched earth. Crops were burned beyond recovery, 
livestock was starving for lack of pasturage and 
feed, lakes were drying up, wells had failed, people 
in the drouth sections were near the stage of hope­
lessness as they saw the source of their income 
vanishing beneath the pitiless rays of the sun. The 
great drouth, culmination of several years of dry 
weather, was upon us.

Bankers at their conventions in Minnesota, North 
Dakota, South Dakota, Iowa, Montana and Wiscon­
sin reflected those conditions and thoughts at their 
conventions last year, save that when Minnesota met 
in St. Paul it was on one of the very few rainy days 
of the summer and many were encouraged to hope 
some of the late corn and forage crops might be 
saved. It took from the Minnesota convention a bit 
of the gravity of the situation that faced other sim­
ilar meetings.

What a difference this year! When Mother Nature 
last winter deposited a moderate amount of snow­
fall, but followed it up this spring with several 
heavy, wet snows, then with rainfall, frequent, al­
most continuous for days, all over the drouth sec­
tions of the Northwest, soaking into the ground, in­
suring spring planting success, everyone began to 
feel better.

Then came the May rains and now those of June, 
assuring growth of the crop, the only negative now 
to a successful harvest being what may come in July 
and early August.

What a change in human expression, sentiment 
and hope! Bankers, always most sensitive to busi­
ness conditions, knowing just what circumstances 
exist in their various communities, just what to ex­
pect if a good crop is harvested, were first to sense 
the great change, to become optimistic over the out­
look. Their conventions reflected this fine spirit of 
renewed hope. Not only were they optimistic in tone 
but they brought out great gatherings. Not a one but 
had the best attendance in years. In Minneapolis last 
week the Minnesota Bankers Association made his­
tory with its bumper attendance of over 1,500 
persons.

No matter what banker, from what part of the 
state, you questioned about crops and the business 
outlook the answer invariably was the same: Great, 
fine, best crop in years, everybody happy, farmers 
paying their debts, buying from the merchants. 
Everthing looks good.

And so it does!
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Officers MINNESOTA BANKERS ASSOCIATION 1935
ASSOCIATION OFFICERS

Wm, N. Johnson, President W. C. Krog, Treasurer
Northwestern Nat’l Bk. 8  T r, Co., Minneapolis 

Oluf Gandrud, Vice President 
Swift County Bank, Benson

C O U NC IL
1936

D. J. Fouquette, Past President
F. P. Powers, Kanabec State Bank, Mora
H. C. Baer, Security State Bank, Bemidji
C. E. Johnson, Empire Nat’l Bk. Ö T r. Co., St. Paul

1937

W. F. McLean, Minnesota National Bank, Duluth

Farmers H Merchants State Bank, Stillwater 
William Duncan, Jr., Secretary 

Rand Tower, Minneapolis

A D M IN IS TR A TIO N
C. M. Berg, First National Bank, McIntosh
N. H. Tallakson, Bank of Willmar, Willmar

1938

H. R. Kurth, Citizens Bank, Hutchinson 
B. V . Moore, First National Bk. 8  T r. Co., Mpls. 
F. J. Thul, First National Bank, St. Charles 
H. M. Burnham, First National Bank, Jackson

CROUP OFFICERS

First District Croup

H. L. Harrington, President 
First National Bank, Winona

L. H. Briggs, Vice President 
Security State Bank, Houston

C. P. Sommerstad, Secretary-Treasurer 
First National Bank, Waseca 

W. R. Zabel, Executive Committee 
Peoples State Bank, Plainview 

F. J. Thul, Executive Committee 
First National Bank, St. Charles

Second District Croup

F. A. Timm, President
Farmers and Merchants State Bank, Balaton

J. O. Bondhus, Vice President
First National Bank, Heron Lake

E. W. Tolzmann, Secretary-Treasurer
Farmers National Bank, Minnesota Lake 

B. W . Lloyd, Executive Committee 
Citizens State Bank, Fulda

G. H. Hubmer, Executive Committee 
St. Clair State Bank, St. Clair

Third District Group
A. B. Larson, President

Faribault State Bank, Faribault
H. G. Swanson, Vice President

Drovers Exchange State Bank, South St. Paul 
W. C. Krog, Secretary-Treasurer

Farmers and Merchants State Bank, Stillwater 
E. J. Huber, Executive Committee 

First National Bank, Shakopee 
J. T . Peterson, Executive Committee 

State Bank of Le Sueur, Le Sueur

Fourth District Croup
(Exchequer Club)

Edwin Ehlers, President
West St. Paul State Bank, West St. Paul 

W. D. Trovan, Vice President 
First National Bank, St. Paul 

H. G. Swanson, Secretary
Drovers Exchange State Bank, So. St. Paul

M. W. Petter, Treasurer
Empire National Bank & Trust Co., St. Paul

Fifth District Croup
(Exchequer Club)

A. S. Newcomb, President
Bloomington-Lake National Bank, Minneapolis 

Wm. A. Benson, Vice President
No. Amer. Office, N. W. Nat’l Bk. 8  T r. Co., Mpls.

T . W. Larson, Secretary-Treasurer 
Central National Bank, Minneapolis

1935
Sixth District Group

I. J. Hauge, President
Blackduck State Bank, Blackduck 

S. H. Wisniewski, Vice President 
State Bank of Foley, Foley

B. L. Lagerquist, Secretary-Treasurer 
First National Bank, Brainerd 

L. K. Houlton, Executive Committee 
First National Bank, Elk River 

Geo. L. Meinz, Executive Committee 
American National Bank, St. Cloud

Seventh District Group
Edward S. Olson, President

First National Bank, Starbuck
K. O. Sattre, Vice President

Farmers State Bank, Evansville 
M. F. Schaumburg, Secretary-Treasurer 

Security National Bank, Montevideo
O. W . Harrison, Executive Committee 

Citizens State Bank, Brandon
F. W . Riegger, Executive Committee 

National Bank of Benson, Benson
Eighth District Group

W . E. Martin, President
American Exchange National Bank, Virginia

G. C. Smith, Vice President 
First National Bank, Cloquet 

Stephen Kirby, Jr., Secretary-Treasurer 
Northern National Bank, Duluth 

Arthur Egge, Executive Committee 
Merchants H Miners Bank, Hibbing 

Mark Adams, Executive Committee 
First National Bank, Deer River

Ninth District Croup
Jos. Tembrock, President 

Ogema State Bank, Ogema 
Geo. E. Buscher, Vice President

Farmers and Merchants State Bank, Breckenridge
J. S. Peterson, Secretary-Treasurer 

First National Bank. Battle Lake
D. G. Johnson, Executive Committee 

First National Bank, Hawley 
G. A. Beito, Executive Committee 

Northern State Bank, Gonvick
Tenth District Croup

G. F. Jensen, President
Produce State Bank, Minneapolis 

John A. Berg, Vice President 
Oakley State Bank, Buffalo 

C. H. Sommer, Secretary-Treasurer 
State Bank of Rush City, Rush City 

J. H. Hogan, Executive Committee 
Kerrick State Bank, Kerrick 

T . M. Olsen, Executive Committee 
First National Bank, Anoka
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Proceedings
of the

46th Annual Convention
of the

Minnesota Bankers Association
Held at the Nicollet Hotel in Minneapolis

June 18-20, 1935
The opening session (smoker) of the 

Forty-sixth Annual Convention of the 
Minnesota Bankers Association, held at 
the Nicollet Hotel, Minneapolis, was 
called to order at 7:45 o’clock, by the 
vice president, Wm. N. Johnson, North­
western National Bank & Trust Co., 
Minneapolis.

CHAIRMAN JOHNSON: As vice
president of your association, it is my 
privilege to call to order our 46th Annual 
Convention. In the absence of an ad­
dress of welcome, I am very glad, on be­
half of the Minneapolis Clearing House 
Association of Banks, to welcome you 
gentlemen to Minneapolis. We hope that 
you will have a pleasant and a profit­
able time. I might add that the absence 
of an address of welcome is not a new 
economy move on the part of the Min­
neapolis banks; it is merely an oppor­
tunity to give us more time for the pro­
gram. The first thing on our program 
is a report from our Nominating Com­
mittee, of which Mr. Larson is chair­
man. However, before Mr. Larson gives 
his report, our secretary, Mr. Duncan, 
wishes to say a few words. Mr. Duncan.

Disclaimer

No opinion expressed, principles ad­
vocated, theories advanced or policies 
suggested by any party or person, 
however presented, shall be deemed 
to have had the endorsement of this  
Association unless the question of so 
endorsing shall have been referred to 
the Council of A dm in istration ; shall 
have been reported upon by it, and 
shall have been specifically voted 
upon, receiving a m ajo rity  of the  
votes of the delegates present and en­
titled  to vote at any general meeting  
of the Association.

This artic le  of the By-Laws shall be 
published in every report of the pro­
ceedings of the convention.
A rt. X, Sec. 1, By-Laws of the M inne­
sota Bankers Association.

SECRETARY DUNCAN: A few years 
ago our by-laws were amended to 
change the procedure in nominating nom­
inees for the offices to be filled by the 
association. It was thought best by the 
sponsors of the amendment, which was 
unanimously adopted by your convention, 
to have a nominating committee con­
sisting of a representative body, and the 
amendment was so drawn as to provide 
that a nominating committee consisting 
of the presidents of the groups within 
the association meet at least 30 days 
prior to the regular convention for the 
purpose of selecting nominees to be pre­
sented to the convention; not taking 
away any of the right of a member to 
nominate from the floor. That committee 
met some time ago and in the organiza­
tion of the committee selected Mr. A. B. 
Larson of Faribault as its chairman and 
Mr. A. S. Newcomb as secretary. They 
unanimously decided upon certain nomi­
nees and Mr. Larson will now present 
the report of the Nominating Committee 
to this meeting. The election of officers, 
however, does not take place until the 
business session at the close of the con­
vention on Thursday, so it gives you

C O M M I T T E E  O N  G E N E R A L  A R R A N G E M E N T S
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ample opportunity to discuss the nomi­
nees who are presented and you have 
not been deprived of any rights to make 
nominations from the floor at that meet­
ing. Mr. Larson.

A. B. LARSON (Faribault): Mr. Chair­
man, Mr. President and Fellow Members: 
The Nominating Committee, consisting 
of the presidents of all the districts, met 
30 days prior to this convention and

nominated the following:

For President, William N. Johnson of 
Minneapolis;

For Vice President, Oluf Gandrud of 
Benson;

For Treasurer, William C. Krog of 
Stillwater.

This report was unanimous.
MR. JOHNSON: Thank you, Mr. Lar­

son. According to our By-laws an op­
portunity to vote on these nominees will 
come at a later session of the conven­

tion. In this era of new legislation, and 
much information and help coming out 
of Washington, we have been fortunate 
in obtaining a speaker direct from Wash­
ington, D. C. I have the honor to present 
Mr. Leslie S. Baker, manager of the 
Financial Relations, Field Division, of 
the Federal Housing Administration, 
who will speak briefly to us tonight on 
the work of the Federal Housing Ad­
ministration. Mr. Baker.

Federal Housing By Leslie S. Baker

I am very glad to be here. It is 
the first time I have ever been in Minne­
sota and I hope it will not be the 
last. I am particularly glad to come to 
a state where I can reasonably be sin­
cere and proud of the way the Federal 
Housing Administration program has 
been caught on the first bounce. We hear 
a lot these days about government in 
business and of its alleged advantages 
and disadvantages. I would like to point 
out tonight that the Federal Housing Ad­
ministration is one instance of the re­
verse, that is, business in government. 
We are doing our level best in Wash­
ington, as well as here in the state of­
fice in Minneapolis, to run the Federal 
business basis. We have a program that 
Housing Administration on a strictly 
is, we believe, essentially sound. It has 
two or three big parts to the program 
which call for different relationships be­
tween the Federal Housing Administra­
tion and the various financial institutions 
concerned.

To be quite frank, I am here tonight 
for two purposes: to do my best to point 
out the soundness of the plan, to explain 
as much of the plan as still might not 
be understood by the bankers present, 
and to take back to Washington your 
ideas and your experiences in moderni­
zation loans and, more recently, with in­
sured mortgages, so as to get the pro­
gram running more smoothly than it 
has been and is now.

Title I, as we call it, was set up and 
placed in operation after the passage of 
the National Housing Act on June 27th 
of last year. To me it is a little short 
of remarkable that a government agency 
should accomplish the feat of setting up 
a workable plan, having it printed and 
gone over with a fine tooth comb for 
bugs in the plan, and having it work 
within seven weeks. That was done. On 
June 27th the plan was put in operation 
and the first loans were reported on 
August 12th or 13th. To date there have 
been more than 200,000 of such loans. 
The figures I have show that last Wed­
nesday there were 199,918 loans. The 
loans are being reported at the rate of 
about ten or eleven thousand per week.

I am very glad to say that the mo­
mentum of the thing is stronger now 
than at any time in the past. Particu­
larly encouraging are the numbers of 
new institutions that are reporting their 
first loans. Here in Minnesota the banks 
are doing their share; you are doing 
your share. You have 159 financial in­
stitutions reporting Title I loans to 
Washington. I say that with mixed feel­
ings. We are mighty proud and glad of 
the cooperation that you have extended 
that is reflected in these 159 institutions. 
You know how the Act operates; you 
have had experience with the type of

borrowers to whom you are willing to 
loan money. There has not been a claim 
filed for loss in any institution. No doubt 
you have these terrible delinquencies of 
a man that is a week overdue in his 
monthly payments, but that is not wor­
rying us any and I am sure it is not 
worrying you.

I am concerned about the 500 institu­
tions that haven’t protection. I want to 
speak to them and show them how this 
plan means good business to them and 
to everybody in the community. It means 
good business to the property owner. He 
gets cash and modernization; it means 
good business to the building contractor; 
it means good business to the painter, 
to the hardware concerns, to the grocery 
stores. You cannot estimate the momen­
tum, the snowball effect of what this 
means.

I have been talking to several of the 
bankers and others about it and I find 
that in most cities and towns in Min­
nesota it is pretty hard to get a car­
penter to do any work. I think that is 
true principally to the Better Housing 
Program and the feeling that comes to 
property owners that want to improve 
their property. That is probably due to 
the fact—and I think it is a fact—that 
we are on a different side of a business 
cycle—that feeling that enters into a 
depression or the reverse of a depression, 
that is going to make it safer for the 
borrowers that come to your bank to 
repay these loans over a long period in 
the monthly installments.

The 159 institutions reporting loans, 
including finance companies that have 
invaded the state, if I might say so, from 
the outside and take the funds away 
from the state, report some 3,000 loans 
for a total of $1,339,000. It is in my 
written manuscript that I have turneu it. 
(Manuscript shows 3,773 for $1,379,- 
486.26.) We tabulate these loans in 
Washington immediately upon receipt. 
We will know tomorrow what the total 
amount reported for insurance was at 
the close of business at two o’clock today. 
We keep up to date in that because we 
want to know what the potential liability 
of the Federal Housing Administration 
is. Of the millions, the $282,000,000 that 
has been borrowed up to now, our po­
tential liability is about 20 per cenx, be­
cause we agreed to insure up to 20 per 
cent. Of course our real liability is not 
that because these loans are being re­
paid each day.

We have had a few claims and there 
have been losses. It cannot be done other­
wise. People have lost their jobs. We 
expect a loss. We do not want any bank 
to make an unsound loan or to rely upon 
insurance but the insurance is there, 
whether you like it or not. What claims 
do come in are never exceptional. The

claims by financial institutions sent to 
the Federal Housing Administration in 
Washington will be audited and if in 
order paid immediately. About December 
or January we were asked very specifi­
cally just what “ immediately” meant. We 
could not say, being government officials 
we have to be very careful what we do 
say because that will be used against us. 
We are paying claims now in eight days, 
which we think is short enough. We 
hope to get it down to six days or to 
four days. If the claim is made out prop­
erly there is no delay whatsoever.

A representative of one of the finance 
companies was in mv office in Wash­
ington. I mentioned that they had filed 
two claims for loans and he said, “ Yes, 
we did. We wanted to see how the thing 
worked. We have some other delinquen­
cies but we are handling them locally. 
We are very much surprised at the 
speed.” They were properly amazed, 
which is exactly the feeling we want to 
produce from our whole set-up.

Most of you who have had occasion 
to correspond with the Federal Housing 
Administration have gotten speedy an­
swers. The whole policy of the Federal 
Housing Administration is to run it on a 
business basis. We found after the first 
regulations were issued last August that 
it required a lot of information. We is­
sued explanatory material which we 
stamped with the signature of the ad­
ministrator, on which you could rely. 
You knew it from the regulations. We 
didn’t want you to wait to send a letter 
to somebody in Washington; we wanted 
the plan to work from your standpoint 
and not from ours. In November we 
issued new regulations and a new con­
tract. Those regulations amended the 
existing regulations principally about 
the borrower’s income. It was felt that 
the proper credit minimum was a matter 
of five times the amount borrowed as 
income in the same period.

We find that of the 82 millions that 
has been borrowed up to date the aver­
age has been $419 per loan and the 
average income reported on this amount 
is $2,700 or $2,800, and the average dura­
tion of these loans is 29 months. The 
average ratio, of the income to the 
amount of the loan is something like 
14 to 1, nowhere near the minimum of 
5 to 1. We found our regulations forced 
us to send back some of the loans be­
cause the income was not five times the 
amount borrowed.

The amendments of the National Hous­
ing Act on May 28th gave us a chance 
to review these regulations. The amend­
ment provided that in the case of cer­
tain properties which were designated, 
the categories of which were very plain, 
such as apartment or multiple family 
houses, hotels, office, business or other
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commercial buildings, hospitals, orphan­
ages, colleges, or manufacturing or in­
dustrial plants, and that these loans 
would be insurable if made in excess of 
$2,000 up to $50,000. The significant 
thing in the Act itself, which helped us 
a lot, was the inclusion of the purchase 
of machinery and equipment, as well as 
alterations, repairs and improvements 
upon real property, so that a factory is 
now in a position to make alterations 
for $25,000 or $30,000 and to have those 
alterations include printing presses and 
machinery adaptable to the business.

When you take one of these loans we 
urge you to take a mortgage or other 
security. These loans are not character

loans of the kind that we contemplate 
in the loans from $1,000 to $2,000. They 
are a different kind of a loan and we 
should have a mortgage. We do not 
advocate taking a mortgage from the 
property owner.

The amendment extended the life of 
the FHA plan to 1936. That gives us a 
chance to go on for another winter. 
One of the most significant changes in 
the regulations was this, and that is a 
point that I would like not to emphasize 
publicly: We are trying to play fair but 
we do not want to shout it from the 
housetops. You do not have to be the 
owner of a property or the tenant for 
any length of time to qualify for one

of these loans. We feel that the judgment 
of the credit officer of the institution is 
better than ours and that we had better 
leave the matter entirely to the judg­
ment of the individual institution, and 
hereafter the borrower need have no le­
gal interest in the property to be im­
proved.

That is quite a long step from the one 
which said that he had to be the owner 
in fee simple or the owner of a lease of 
99 years duration, or a lease running six 
months beyond the term of the note, or 
the qualification that the lease must re­
quire him to make the improvements. 
This involved us into difficulties. We are 
very happy that the regulations have
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been broadened to that extent. We have 
implicit confidence in our financial in­
stitutions. We know from the experience 
that we have had under this plan that 
they are not going to crash or let down 
the bars to unlimited credit. We would 
rather leave it to you to say that a man 
shall have a new bathroom, if he is going 
to be there to enjoy it. We want you 
to feel free to do what you want to do, 
but while we want to leave it in your 
hands, we are not passing the buck to 
you.

We are getting plenty of questions 
about these amendments and regulations 
and we are going to issue new material, 
new forms of statements on these $2,000 
to $50,000 loans. We want you to take a 
credit statement from the borrower be­
cause, as I say, they are not a strict 
character loan.

So much for the new amendments. We 
hope it will make it possible for the 
banks and the PHA and the borrowing 
public to do more business together, be­
cause without exception the banks that 
I have talked to, who are handling these 
Title I loans, like the business; so too, 
I am sure, will the banks and the in­
stitutions that have not gotten started. 
There may be no demand in their com­
munity as yet or it may not be that the 
demand has shown up as yet, but the

demand may be there; the better hous­
ing committee may not be active, and 
there may be more reasons why you 
have not been able to get started. Until 
we have credit sources in the majority of 
the states of the United States, we won’t 
feel our job has been done satisfactorily. 
If a man has money and wants to fix up 
his house, we do not want him to bor­
row; we want to help the man that has 
no money. But we don’t want people to 
feel that we are urging people to go 
into debt. But we want to give the prop­
erty owner the benefit of the lowest fin­
ancing time in history and it really is. 
So much for Title I.

The same principles of practical appli­
cation to the existing financial mechan­
ism which have been kept in mind suc­
cessfully under Title I, guided those who 
formulated the rules and regulations 
under Title II, that is, mutual mortgage 
insurance. They were dealing, however, 
with a more difficult and complex prob­
lem, one which involved the maintenance 
of proper housing standards on wide 
varieties of dwellings, and the insurance 
of long-term mortgages in conformity 
with the separate laws of 48 states, re­
membering always the prospective mort­
gagor, who is the principal beneficiary 
of the Insured Mortgage Plan.

No artificial stimulation of new con­

struction is contemplated in connection 
with Title II. Instead, the Insured Mort­
gage Plan seeks a sound readjustment 
of housing conditions and real estate 
values, so that private residential con­
struction may proceed freely and nat­
urally in areas where a basic economic 
demand exists.

We conceive it to be one of the pur­
poses of the National Housing Act to 
do what we can to correct unsoundness 
in the present mortgages and the 
troubles we have had. I don’t think Min­
nesota is unfamiliar with them. We want 
to eliminate the secondary and tertiary 
mortgage financing, with all their dis­
advantages for renewals, their bonuses 
and high rates. The beneficiary of the 
FHA is the property owner. He is the 
prime beneficiary. We have that in mind 
all the time. The system which has been 
developed is a trifle more complicated 
than the Morris Plan. We are required 
by law to pass our own credit judgment 
of the borrower. We cannot leave that 
to the individual institution. I wish we 
could. The relation of Washington to the 
individual is different under Title II.

Mr. Fred Schilplin is the contact man 
here in Minnesota. Mortgages are in­
sured by him and not by Washington 
under Title II. After that they are turned 
over to the state headquarters, the mort­
gage set up and the method of valuation 
then very carefully worked out. I think 
it is safe to predict that they will be­
come fairly standardized procedure. For 
one thing, the underwriting part in Min­
neapolis insists on five different things 
on which they will grade the mortgage 
before they will insure it. They will in­
spect the physical property to be re­
financed or to be built. They will look it 
over architecturally. They will make an 
estimate of its value, not in the past but 
its value from now on—its full value in 
the future. Second, they will make a rea­
sonable judgment as to the value of that 
property in relation to its neighborhood. 
Third, they will make a judgment of the 
value of that neighborhood in relation to 
the community as a whole. Fourth, as to 
the borrower himself, we will have to 
ascertain his reasonable capacity to pay 
the loan in the allotted time. We look up 
his income, his credit standing, and find 
out whether he pays his bills promptly, 
whether he has a good reputation in 
the community, and whether he is the 
type of man we want as a mortgagor, 
and, Five, we will judge whether the age 
of the mortgagor is such that he should 
not have such a long loan or whether he 
is young, whether he could stand a 
longer loan for periods up to 18 or 20 
years, with reasonable expectancy of 
paying that mortgage up.

Those things are necessary to guide 
us. Any property owner who passes 
muster and gets a good rating should be 
able to thrust out his chest and say, “ I 
am pretty good.” I am surprised that 
there are as many mortgages as have 
been insured and have passed the rating 
that they have to go through. If there is 
a reject rating in any one of them, we 
are forbidden to make the insured loan 
or to insure the loan that may be made. 
We are persuaded that as banks, insur­
ance companies and other institutions 
become more familiar with the attrac­
tive phases of these mortgages that they 
will want the business.

Mr. Schilplin forwarded a remark to 
Washington the other day that I think 
was very pertinent. It seems that the 
bankers were asking a lot of questions

T o d a y  I t ’ s  Q u i t e  D i f f e r e n t
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but their use has become so general that now
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about the amounts that the FHA will 
give for the property, and the bankers 
said: We don’t like this. Cannot some­
thing be done about this? Mr. Schilplin 
said, Gentlemen, about six months ago 
you were saying that about the modern­
ization loans. Some months from now 
you will adopt the same attitude towards 
these insured mortgages that you have 
since adopted toward the modernization 
loans.

Right now in Washington we have on 
the table certain changes we wish to 
make in Title II loans. They want to 
avoid any book or artificial stimulation 
of business. We want to be careful. We 
don’t want any boom; we want to be 
sure that there is a good foundation laid, 
that there are good structures, good 
American structures whose mortgages 
are sound, structures that anybody will 
want. We want to build up confidence in 
our institution so that you will have no 
hesitancy in taking mortgages we put 
our stamp of approval on.

The whole Title II is a long term prop­
osition. There are many questions about 
it. There are still some little peculiar­
ities about it, but one thing is certain no 
financial institution, no mortgagee runs 
any risk, because the safety of the prin­
cipal is never open. If you find it neces­
sary to foreclose, you can acquire it with­
out foreclosing and you may then elect 
to keep the property yourself and forego 
the insurance and deal with it as you 
would ordinarily, or you may elect to 
turn that over to the Federal Housing- 
Administration and receive in exchange 
mortgage bonds, which are made payable 
prior to July 1, 1937, and guaranteed as 
to principal and interest by the United 
States. Of course, some would say, why 
should we bother about 3 per cent bonds 
when we can get a 5 per cent mortgage ? 
Well, I answer them this way: Those 
who expect the 5 per cent and accept the 
mortgage, must expect an element of 
risk. Some banks want the 3 per cent 
bonds with the element of risk removed, 
but still have some profit. Of course some 
bankers want the 5 per cent with all 
question of risk removed. I do not think 
that is a reasonable expectancy.

One question being asked is this: How 
will bank examiners regard these long­
term mortgages? A letter was received 
recently from the Hon. J. F. T. O’Con­
nor, comptroller of the currency, stating 
that national bank examiners will be in­
structed not to classify such loans as 
slow, doubtful, or loss. We have sent a 
copy of this letter to every institution, 
along with our mailings of this and that 
material. I know some of you will smile 
when I refer to the material that has 
come to you in the little brown envelopes 
and the large brown envelopes. We are 
going to try to concentrate our fire from 
Washington, but we are pressed all the 
time on getting some news and some 
things you ought to know with the way 
of getting it across to you by mail. We 
cannot do it by personal visit, although 
the Minneapolis office attempts to see 
you and try to iron out the problems of 
the moment. We expect a letter from 
Mr. Crowley and we will duplicate that 
to you soon.

There is one feature that must not be 
overlooked and that is that you can take 
some of the mortgages that may be in 
your portfolios now and have the prop­
erty again qualify. You can place those 
on the insured mortgage plan so that 
complete amortization can be commenced
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at once. Some people have the idea that 
this applies only to new construction; it 
does not. If the owner of a property has 
a 20 per cent equity in the value of the 
house, he can come in under the plan.

Now as to liquidity under Title III. 
Title III provides for the setting up of 
a National Mortgage Association for the 
purchase of mortgages. I find there are 
some bankers that seem to think that 
Title III is to be set up with government 
capital. Wherever we go they say: How 
about Title III ? The answer is that Title 
III, or the National Amortization Asso­
ciations, are intended to be set up with 
private capital. We can very easily set 
one up with government funds, but that 
is not the intent of the NHA. The NHA 
has as one of its basic principles, doing 
it with private capital all the way 
through. We want to see if it can be 
done. We do not want to form any RFC 
corporation, or with any other money.

The capitalization requirement of the 
First National Mortgage Association was 
five million; they could capitalize up to 
10 times that if needed. The minimum 
capital required is now two millions and 
they may capitalize up to 12 times that 
two millions. It remains to be seen 
whether private capital will be attracted 
to the form of the new mortgage asso­
ciation. Just at present I think it might 
still be formed because the volume of 
merchandise in which it will deal has not 
reached the point where it will give a 
clear profit. An example of that is the 
Pennsylvania State Workmen’s Insurance 
Fund. They are allowed by law to invest 
in real estate. They had about a million 
dollars, eight or nine hundred thousand, 
that they were most anxious to put in 
mortgages, if they could get 5 per cent. 
They found that unless they hunted for 
the mortgages, that they could not get 
them as the banks were taking them and 
not letting go. I think that condition 
will obtain as long as money remains as 
easy as it is now. I can see ahead of us, 
if money becomes tight, some day when 
it may be necessary and you would like 
to be able to liquidate these mortgages 
on short notice. I think that provision 
will be taken care of. The FHA is well 
aware of that and will see that you are 
protected.

The Pennsylvania State Workmen’s 
Insurance Fund had a low cost housing 
project that they invested in, in Mead- 
ville, Pa. It consists of groups of houses 
where the ownership of all the houses 
remains in one individual or corporation. 
This was a mortgage on a lot of houses, 
one mortgage for $800,000, and the FHA 
has insured the whole project. That is the 
kind of business we like to get. It is 
clean and it is very encouraging all 
around. A lot of us who have deliberated 
far into the night are glad to see results 
of this kind and to see how unemploy­
ment is on the decline. We believe that 
the tide is turning and the momentum of 
this, along with the other stimulants peo­
ple have for doing things constructional, 
will provide us with the upturn necessary 
for good business. We realize, gentlemen, 
that the financial institutions, the banks 
and life insurance companies, play a 
great part. Frankly, we would be sunk 
without the cooperation of the banks. 
We offer you our cooperation; we will do 
everything in our power to make the 
thing fit in with your regular banking 
procedure so that you will be able to get 
a proper use of funds and so that peo­

ple in your community will be able to 
enjoy the benefits of the FHA. I thank 
you. (Applause.)

sj:
VICE PRESIDENT JOHNSON: On 

behalf of our association, Mr. Baker, I 
am very glad to thank you for your in­
teresting talk. We hope the next time 
you come to Minnesota we can offer you 
a better brand of weather, that is, if you 
try to play golf. Again we thank you.

MR. JOHNSON: I notice Mr. Adam 
Lefor, State Bank Examiner of North 
Dakota, in the audience and I am wonder­
ing if he would care to come forward, at 
this time, so that he may be introduced. 
Mr. Lefor was introduced and made a few 
remarks.

MR. JOHNSON: Mr. W. R. Murray 
of the Midland National Bank & Trust 
Co., Minneapolis, is chairman of the golf 
committee, and I will call upon him now 
to distribute the prizes.

W. R. MURRAY: I am not going to 
hold you here very long tonight. I am 
going to hurry as fast as I can. I know 
you all are hungry and would rather I 
would hurry it through. We had a nice 
play at Interlachen Country Club today 
and I am sure that those who did play 
enjoyed it very much, although the 
weather was against us, and, of course, 
was not a pleasant one on account of the 
rain. There were 125 members who par­
ticipated. We have only 25 prizes and I 
am sorry to disappoint the 100. Perhaps 
they will fare better next time. Now, I 
will call the names of the different win­
ners of the various prizes.

No. 1—Low gross medal score—J. R. 
Chappell, Merchants Bank, Winona, 85.

No. 2—Low net medal score—R. S. 
Curran, Goodhue Co. National Bank, Red 
Wing, 92-29-63.

No. 3—Blind bogey (tie draw)—G. H. 
Dinkel, Peoples National Bank, Long 
Prairie, 110-28-82; H. T. Scriver, First 
National Bank, Cannon Falls, 105-23-82.

No. 4—Most 3s, A. F. Johnson, North 
Branch; most 4s, S. H. Severson, Hop­
kins; most 5s, R. D. McDonald, Stillwa­
ter; most 6s, Guy Smith, Cloquet; most 
7s, W. A. Sundberg; most 8s, Roman 
Niedzielski, Gilman.

No. 5—Highest (or worst) gross—A. 
T. Westrum, Grasston, 142.

No. 6—Highest (or worst) net—F. G. 
Stoudt, Chatfield, 140-30-110.

No. 7—Highest score on any one hole 
—S. M. Wisniewski, Foley, 12.

No. 8—Lowest score on any one hole— 
J. N. Peyton, Federal Reserve, 2; Ray A. 
Butts, Carlton, 2.

No. 9—Greatest number of pars—D. C. 
Merlo, Caledonia, 6.

No. 10—Foursome low net—O. R. 
Johnson, Center City, 96-30-66; Henry
A. Johnson, Center City, 108-30-78; C. J. 
Johnson, Center City, 107-30-77; A. T. 
Victor, Lindstrom, 103-30-73. Total, 294.

No. 11—Foursome low gross—M. L. 
Lundsten, Buffalo; S. Stearns, Hutchin­
son; Ed. Sletten, Willmar, and Geo. Uin­
land, Hutchinson, 412.

No. 12—Least number of putts, 18 
holes—M. C. Tesch, Elk River, 29.

No. 13—Greatest number of putts, 18 
holes—Frank Powers, Mora, 53.

No. 14—Putting contest, 18 holes— 
Paul Gillespie, Little Falls, 35.

CHAIRMAN JOHNSON: At this
point, we will adjourn until tomorrow 
morning at 9:45 a. m.
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WEDNESDAY MORNING SESSION, JUNE 19
PRESIDENT FOUQUETTE: We will 

now come to order and I will ask every­
one to rise for the pronouncement of the 
invocation by Dr. Frederick D. Tyner, 
pastor St. Luke’s Episcopal Church, Min­
neapolis.

DR. TYNER: After my prayer I will 
ask you to join in the Lord’s prayer 
with me.

Almighty God, Who hath given us 
this good land for our heritage, we 
humbly beseech Thee that we may al­
ways prove ourselves a people mindful 
of Thy favor, and ask Thy blessing on 
our land; save us from foolish discord 
and confusion; from pride and arrogancy, 
and from every evil way; defend our

liberties and fashion into one people the 
multitudes brought here of many tongues. 
Bless those to whom in Thy name we 
trust the authority of government that 
there may be justice and peace at home 
through obedience of Thy law that may 
show forth Thy praise among the na­
tions of the earth; at the time of pros­
perity fill our hearts with thankfulness; 
in our time of trouble suffer not our 
tears to fall. Grant to all the officers, di­
rectors, and members of this association 
the strength, the courage, and the wis­
dom and the faith they need to do their 
work to Thy honor and Thy glory, and 
we pray that in all deliverations and dis­
cussions they may be guided by Thy 
Spirit to follow that course which shall

be for the good of all, whom they may 
be called upon to serve. This we ask in 
the Name of Him Who taught us to pray:
Our Father, who art in heaven; 
Hallowed be Thy Name;
Thy Kingdom come; Thy will be done 
On earth as it is in Heaven;
Give us this day our daily bread 
And forgive us our debts as we forgive 

our debtors;
And lead us not into temptation,
But deliver us from evil.
For Thine is the Kingdom, and the Power 

and the Glory forever. Amen.
The Grace of our Lord Jesus Christ 

and the Love of God and the Fellowship 
of the Holy Ghost be with us all. Amen.

The President’s Address By D. J. Fouquette

The events of the past twelve months 
in the light of unemployment and re­
employment problems, aspirations of 
world masses, Huey Long’s “ Share the 
Wealth” campaign, the “ Townsend Plan” 
and what not, general criticism of capi­
talism in a period in which the frame­
work of society itself appears to have 
been under reconstruction, make the 
mere consideration of association affairs 
appear insignificant and unimportant.

The consideration of those activities in 
the light of the all importance of the 
business of banking in relation to mod­
ern society and business, and the general 
misunderstanding of our business of 
banking, makes that, subject timely and 
of sizable import. It makes that a proper 
subject to consider at a convention such 
as this. I shall therefore review some­
what briefly the association and some of 
its activities of the various committees 
during the past year.

The first phase of paramount interest 
is that of membership, and the activities 
of the membership committee under the 
chairmanship of George A. Haven, presi­
dent of the Root River State Bank of 
Chatfield. It is a genuine pleasure to re­
port that the paid up membership (which 
is the only membership we list) in pro­
portion to the total number of banks in 
our state at this time, is greater than 
it has been for many years past. It cer­
tainly indicates general approval of the 
activities of the Minnesota Bankers As­
sociation and also indicates work well 
done by the Membership Committee. 
Your officers are most grateful for the 
splendid response of this great number 
of banks endorsing and supporting the 
work of the association by the prompt 
payment of dues. The membership com­
mittee is deserving of praise for a job 
well done.

The members of any association have 
a right to expect benefits from the asso­
ciation they morally and financially sup­
port. In this, the Minnesota Bankers As­
sociation for the past year, has numerous 
accomplishments to its credit, and we 
must not overlook the fact that full 
measures of credit must be rightfully 
allocated to those members whose time

and untiring efforts made such accom­
plishments possible. I shall enumerate a 
few of the beneficial results with a men­
tion of the committee contributing.

The Securities and Safety Deposit Box 
Committee, under the chairmanship of 
Mr. A. J. Veigel, president of the Uni­
versity State Bank of this city, has ac­
cumulated a great deal of material relat­
ing to safety deposit boxes operations 
and some information under the head 
of the committee on Securities, which 
should be most valuable to our bank gen­
erally. It has been my contention for a 
long time that our banks are not suffi­
ciently compensated for the liability they 
assume in the operation of safety deposit 
boxes, that is the average safety deposit 
box department of many banks. I believe 
that this committee should continue its 
good work, as the material which they 
are accumulating is becoming more valu­
able every day and use of that material 
ought to be made at some very near fu­
ture time.

The Agricultural Committee, under the 
chairmanship of J. H. Gunderson, cashier 
of the Blue Earth County State Bank, 
in cooperation with the Agricultural 
Commission of the American Bankers 
Association, was of considerable assist­
ance to the farmers last spring during 
the period of arranging seed loans. The 
members of our association were fur­
nished the latest information on this sub­
ject through the efforts of this commit­
tee. The Agricultural Committee also has 
made extensive studies on the subject 
of land conservation and farm account­
ing.

Our banks are beneficiaries of most 
fruitful efforts on their part through the 
Committee on Insurance. This committee, 
under the chairmanship of Fred A. 
Buscher, executive vice president of Na­
tional Bank of Commerce of Mankato, 
secured an arrangement whereby banks 
are provided burglary, holdup and fideli­
ty insurance coverage at rates which 
represent great savings to the banks. 
Our banks have many reasons to feel 
proud of this arrangement and to feel 
proud of the St. Paul Mercury, an af­
filiate of the St. Paul Fire and Marine

Insurance Company of our State of Min­
nesota. The savings to the banks in 
many instances, represents many times 
their annual membership dues paid to 
this association. Our secretary, Mr. Dun­
can, did a great deal in directing this 
particular accomplishment and in effect­
ing the tremendous savings to our banks. 
Mr. Duncan and the committee have 
much credit due them for the services 
performed in this regard.

We have emerged from a legislative 
session with some new favorable banking 
measures and with no new unfavorable 
regulations or laws. It may be safe to 
say that all new legislation requested 
by our association from the 1935 Legis­
lature was granted and all measures 
opposed were defeated. These satisfac­
tory results indicate a considerable de­
gree of understanding and confidence of 
our law making bodies towards the 
banks. Our Legislative Committee, under 
the chairmanship of John E. Odegard, 
president of the Santiago State Bank of 
Santiago and under the guidance of 
Secretary Duncan, performed well. Mr. 
Duncan’s keen understanding of the 
bankers’ problems, with his rare ability 
to clearly state and fairly present such 
problems to our senators and representa­
tives, secured in each instance the full 
cooperation and confidence of the men 
responsible for our new laws. We are 
fortunate indeed to have a man of such 
ability during a period when strong fac­
tions and sometimes political demigods 
strive for personal gain at any cost.

The question of taxation is always a 
problem. It is one of a definitely com­
plex nature in the operation of banking 
and one with burdensome tendencies. The 
Committee on Taxation is composed of 
efficient men. Mr. C .B. Brombach, of 
the First National Bank and Trust Com­
pany of Minneapolis, is chairman of the 
committee, and together with his com­
mittee and the assistance of our secre­
tary’s office, represented our banks prop­
erly. A continuance of the agreement 
permitting reduction of personal prop­
erty taxes was again secured. This again 
represents a savings to the banks. The 
extension is also a satisfactory arrange-
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ment for our law making bodies of our 
state. The Tax Committees of both Sen­
ate and the House have expressed their 
appreciation for the splendid cooperation 
of our banks. It has been stated that this 
is the first year that tax agreements of 
all our banks (with a few exceptions) 
properly signed, were in the hands of 
the legislative tax committees less than 
a week after the adjournment of the 
Legislature. Again evidence of services 
were performed by the tax committee.

The majority of the members of the 
Minnesota Bankers Association are of 
Unit or Independent type bankers. It is 
natural to assume that the tendencies of 
this group in our association activities 
predominates. The force and power of 
this majority, determined definitely by 
convention mandate, the policy of vigor­
ous opposition to any form of branch 
banking. Our members also in conven­
tion designated the Unit and Indepen­
dent ' Bank Committee. This committee, 
under Chairman M. L. Erickson, presi­
dent of the' Lake City Bank & Trust 
Company, has kept in close touch with 
developments affecting the unit type of 
banking. Taking into account the great 
majority of the members of our associ­
ation being independent bankers, the con­
vention mandate in opposition to branch 
banking and the appointment of a unit 
bank committee, tbe interests of that 
group have every assurance that this 
association is bound and obligated to 
serve it well.

At the beginning of the last year a 
great deal was said and done relating to 
an important committee^—the Public Re­
lations Committee. It appeared then that 
a program to create a better general 
understanding between the public and 
the banks was opportune. In a hope of 
taking advantage of the then existing 
circumstances, a broad and comprehen­
sive plan of newspaper and radio pub­
licity was designed. The program re­
ceived the full endorsement of the Coun­
cil of Administration and the endorse­
ment of the majority of the large insti­
tutions. The institutions of the rural 
area for which this program was pri­
marily designed, failed to recognize the 
value of this plan, which, much to my 
regret, necessitated its temporary aban­
donment. I believe the lack of coopera­
tion was prompted by a misunderstand­
ing of the purposes of the plan. While 
the failure of placing the plan in opera­
tion was on account of the lack of sup­
port from the banks that would have 
paid a small part toward paying its 
costs, I want to say that I was morë in­
terested in the support of a large num­
ber of our banks than in any contribu­
tion of any individual institution. Al­
though the plan was not placed in opera­
tion, I now express my appreciation to 
those bankers who signified their accept­
ance of the plan by signing the pledge 
cards. A further attempt along some­
what similar lines may accomplish re­
sults at a future time.

My observations as your president for 
the past twenty months have convinced 
me of the sound value of the Minnesota 
Bankers Association to the banks. We 
are living in a woi'ld of organization— 
every craft and trade highly organized 
for its perpetuation and advancement. I 
can visualize what back numbers we 
soon would become in this continuous 
march of progress were we not striving 
with the momentum of unity for the 
preservation of our rights and for the

acquisition of the new things and 
methods.

These same observations in my capaci­
ty of president, have been enriched in 
that they created opportunity for me to 
learn to know intimately a genuinely 
clear thinker and a loyal friend, this 
clear thinker and friend being the very 
competent and energetic secretary of 
our association, Mr. William Duncan. 
Any degree of success that any of you 
may credit me with in these association 
affairs is the result of friendly coopera­
tion and practical counsel of that indi­
vidual. His ability to cope with all situa­
tions has very definitely won my admira­
tion. I am confident that those of you 
who have had the opportunity of close 
contact with him wall agree that his 
“ way out” of your difficulties was just 
the fair and proper solution of the prob­
lem. He is possessed of a personality, 
and has the ability, fitting him for the 
office he holds in our association in a 
manner that is wholesome and truly as­
suring of results and many accomplish­
ments for all our members.

And now, ladies and gentlemen, as my 
term of office approaches a close, permit 
me most heartily to thank you for the 
high honor which has been mine during 
the past twenty months. It has been a 
pleasant and distinct honor to have 
served as the head of this association. 
For the accomplishments of your asso­
ciation during my term of office, I wish 
credit to be given where it belongs: to 
the Council of Administration, the sev­
eral association committees, the officers

and the secretary, and to the members 
who by their loyal support made pos­
sible those accomplishments. Thank you. 
(Applause.-

* * *

PRESIDENT FOUQUETTE: The next 
order of business, ladies and gentlemen, 
according to the program should be the 
repoi’t of the Council of Administration, 
the Secretary’s report, and the Treas­
urer’s report. Believing that these re­
ports, as soon as they are in printed 
form, should be mailed to the banks 
where they will receive proper attention, 
and then be filed with your other bank 
material, instead of disturbing the re­
port, we are going to mail them to you. 
I believe you will find them complete in 
every detail, and with that in mind, with 
your permission, we will pass up this 
particular order of business and proceed 
to the next order of business.

Due to the weather and to the non­
operations of airplanes during the past 
few hours, our program has been com­
pletely changed. It is our pleasure this 
morning to listen to the speaker who 
was to be the second speaker on our 
morning’s program. He is a gentleman 
that I know from his writings on bank­
ing and related subjects. I am sure a 
great number of you know him in that 
way also. I feel his ability as a speaker 
is equally good to his writings. I take 
great pleasure in presenting to you Mr. 
C. B. Axford, the editor of the Ameri­
can Banker, New York, who will address 
you. Mr. Axford.
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Independent Banking By C. B. Axford

I hope that your President has not 
caused any anticipation of hearing an 
orator. I am a writer and much prefer 
to sit at my desk and scribble a few 
lines and get them into print for the 
reading audience than to write the same 
lines and have to say them. Nevertheless 
I have a few weak moments and agreed 
to make a talk such as this. The reason 
I have a weak moment is, there seems 
to be a few problems in our banking 
world and a few thoughts I want to 
convey to you by voice and get your re­
actions on rather than work in a little 
cubicle and write them. I thank you for 
the pleasure I have in coming here and 
I hope it will be in some way compen­
sated by some idea on my part that will 
be a help to banking in the future. I 
cannot make a speech but I am going to 
try and read to you about the status quo 
in which we find ourselves today and a 
way out of it, and since the hour is not 
too early I am going to dispense with all 
the side-play and get down to brass 
tacks.

It has been my observation, as a mem­
ber of the staff of a small bank and as 
a member of the staff of the American 
Banker for the last eight years, that the 
local bank most infested with local poli­
ticians is pretty surely a poor risk. The 
same thing holds true with big banks, 
especially true with central banks.

Politics and banking are like alcohol 
and gasoline. The mixture is dangerous. 
Currency depreciation, inflation, and 
easy bank credit have often been com­
pared with that old friend of the family, 
Demon Rum. It is easy to go off on an­
other spree to cure the headache of the 
last. American politics today is on the 
way to becoming a confirmed drunkard 
on over-extended credit. Only one thing 
stands in the way, the tradition of in­
dependence of American banking. Amer­
ican banking is getting a little afraid 
of Old Man Politics’ promises to reform. 
But Old Man Politics pretty soon must 
either reform or get control of whatever 
is left of the American banking system. 
And he doesn’t think he can reform just 
yet.

The old addict and his gang still come to 
prayer meeting and say that they have 
no intention of becoming habitual drunk­
ards and will sober up sure and pay 
something on account just as soon as 
they can forget their troubles. Mean­
while, just to make sure that Old Man 
Banking does not lock up the family en­
trance for the night, Old Man Politics 
wants the keys.

Gentlemen, therein is the story of the 
independence of American banking and 
Title II as well as I know how to epito­
mize it.

The Federal Administration has ar­
rived at the point where it apprehends 
that Old Man Banking will lock up the 
cellar and Old Man Banking has arrived 
at the point where he is beginning to 
to be afraid to go on. But can he stop ?

And if he cannot stop, what is left 
of those principles of “free banking” 
and independence which once were so 
dear to Americans, chiefly those of the 
Democratic Party?

It may be worth while to discuss this

question. I think in discussing it I can 
throw some new lights on the funda­
mentals necessary to a real approach to 
independent banking on both a local and 
a national basis.

There is little doubt in my mind but 
what the Banking Act of 1935 will pass. 
Certainly in what form I do not know, 
but very much in a form which will give 
the federal administration the powers 
they are now seeking. President Roose­
velt has given it his radio blessing. 
Against this is Carter Glass’ desire to 
re-establish the independence of the 
American banking system at the top. 
He fights his own party single-handed 
almost in one respect at least, to save

C. B. AXFORD

both American banking and American 
national finance from the fate which has 
befallen other nations which have en­
dorsed the policy of giving the keys to 
their banks to their national treasury. 
But old Carter Glass may be powerless 
in the face of the need of Old Man 
Politics for assurance that his bankers 
will not lock him out, even though he 
swears to us this is his last binge on 
credit.

I fervently hope that a certain New 
York banker is right, that this is Uncle 
Sam’s last year off the reservation, and 
that as their friend in court, Governor 
Eccles of the Federal Reserve Bank will 
be able to guide the old gentleman home 
safely, put him to work and nurse him 
back to fiscal health, and create a cen­
tral bank that will be the paramount of 
all the virtues which our Federal Re­
serve banks have thus far lacked.

But it has not worked that way in 
other lands. Once started on the way of 
deficit financing, made easy by increas­
ing control and subservience of the bank­
ing system, national treasuries general­
ly have halted only when public distrust 
of the banks and the currency and a 
violent upthrust in the cost of living 
have showed up national financial dis­

sipation for the fraud that it is really. 
Therein lies the danger in Title II—the 
fact that it is a continuation of our past 
trend (under Republican as well as Dem­
ocratic rule) toward more, rather than 
less, political influence in the Federal 
Reserve System, and hence Title II is a 
new assault upon our banking system’s 
independence under circumstances which 
certainly endanger our national banking 
and fiscal solvency.

The chances are distinctly that when 
and if ever Mr. Eccles, in the name of 
sound banking and finance, decides that 
Uncle Sam should taper off on his rake’s 
progress, he may be gently but firmly 
displaced by some more complacent Fed­
eral Reserve administration, just as his 
theories have displaced those of men a 
little more reluctant in their disposition 
to surrender to the Treasury.

Crediting our present Federal Reserve 
Board and the Roosevelt Administration 
with the best of intentions, the powers 
granted under Title II would still be 
anything that any future administra­
tion wants to make them. As a Demo­
crat I would fear ever to see them ex­
ercised by a Republican Administration. 
As either Republican or Democrat, I 
would regret having created them as the 
tool or stepping stone to some Socialist 
administration.

Yet they are going to be created un­
less President Hecht of the ABA and ev­
ery one of us can sell the American peo­
ple and their congressmen out of their 
determination to conduct just one more 
noble experiment—this time in socialized 
banking.

I hope sincerely that we who fear thus 
are wrong. There is nothing that I would 
like better than to be proven wrong on 
such a prediction.

But there is no more clearly written 
thread of human history than that of 
the history of folly in matters of na­
tional currency management and bank­
ing. Wise people like the British and 
French preached the necessity for a 
separation of state and banks long ago. 
But even these people have to learn the 
lesson over again every so often.

We learn much in our schools about 
the necessity for the separation of state 
and church as one of the fundamentals 
of liberty in a liberty loving land. Free­
dom of religion is held one to be of the 
rights of men.

But we do not learn much of an equal­
ly important essential to liberty, the sep­
aration of state and banks, a complete 
and permanent sepax-ation of Old Man 
Politics and Old Man Banking.

I believe that the greater degree of 
local control that can be had in local 
finances the greater the flexibility of 
the entire economic system and the less 
likelihood that either banking will be­
come so big as to dominate politics, or 
so big that it will become the tool of 
political lust for power, which is the 
direction in which it is moving today. 
We can see, if we look through history, 
or even through the world of finance 
today how clearly the consolidation of 
the nation’s banking systems into a cen­
tralized machine plays into the hands 
of the revolutionary, or the reactionary!

Communistic leaders have long since
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preached getting control of the banking 
system as the first step in getting con­
trol of business and industry. In Aus­
tralia the labor party which has for its 
platform the nationalization of the Aus­
tralian branch banking system as their 
first step in the creation of a socialist 
state. The voters rejected them but Aus­
tralia saved temporarily by depreciated 
currency, is still far from out of the 
economic woods. The fact remains that 
the concentrated control of the Aus­
tralian banking system made it easy for 
labor leaders, the socialists, to dream of 
abrogating its independence and using 
it as the tool for their desire to socialize 
all major business.

In Italy and in Germany, the fascist 
leaders found the powers concentrated in 
their nationwide banking systems their 
handiest vehicles for regimenting the lib­
erties of their people into their present 
state-controlled status.

But we are not ignorant of the prin­
ciples involved even in this country. We 
treasure our banking independence jeal­
ously. We understand the need of pre­
serving local financial control as the 
mechanism of local freedom of initiative 
and development. I might say that right 
here at home in the Northwest the great 
banking systems were founded upon the 
desire to save for the great Northwest 
some shreds of independence against the 
looming threat of national branch bank­
ing which seemed on the way in 1929.

If Anglo Saxon history teaches us 
anything, it should teach us, however, 
that the greatest safeguard of any peo­
ple against exploitation by bad govern­
ment is an independent banking system 
—one independent from top to bottom.

Bad government can mask as good 
government as long as it can finance its 
spending without difficulty, just as bad 
business masks as good business as long 
as it can keep its volume rolling upward 
upon a pyramid of credits. Nothing so 
facilitates the masquerade of a financial­
ly weak government as good government 
as subservience or outright control of 
the resources of a country’s bank and 
their reserves.

We are told there is no intent to abuse 
control of our banking system if we 
yield still further to the Washington 
idea, that they, too, there agree with 
us that disinterested independence is 
their objective in Federal Reserve re­
form. We could put more faith in that 
disinterest if it were not for the en­
vironment of spending in which it is be­
ing nurtured, and if it were not for the

class of “ share the wealth” advocates 
who applaud and urge it.

Benevolent indeed are those who want 
to give us more federal control of cen­
tral banking, and bigger and better fed­
eral deficits. I know of no soul more 
imbued with the spirit of good will to­
ward men than the good reverend of 
my church, Father Coughlin. He would 
give away his last dime—and yours. 
Long, Sinclair and Townsend like him, 
are the best intentioned of men, with 
all their ambitions but they have one 
thing in common, they all see their 
dreams implemented and financed by 
control of the banking system. Without 
the power to borrow credit and issue 
money to their heart’s content, they 
could not succeed, they know. What they 
do not know is that they could not suc­
ceed, even though they were able to use 
all the salt in the ocean for money. The 
net result of their governmental bene- 
ficiences financed by fiat money and con­
trol of banking would be a consumption 
and dissipation of the national wealth 
and a destruction of the very banks and 
money which they consume.

It is easy to see how the idea of con­
trol of the nation’s banking system, such 
control as is proposed, or even control 
of a part of it, must constitute a con­
tinuous temptation to such dreamers and 
dazzlers of Congress as these. It is easy 
to see how even sober men in charge 
of the nation’s fiscal policies today can 
persuade themselves that another year 
of deficits will make us richer instead of 
poorer, easy money, easy borrowing does 
that to the best of us. It is easy to see 
how Congress can vote 3 and 5-billion- 
dollar appropriations without “batting 
an eye;” how independence of a bank­
ing system is the one thing they fear 
since it might thwart their plans for 
using the people’s money to finance their 
paternalistic and impractical dreams.

I have no sympathy for those who 
would argue that the Banking Act of 
1935 is unimportant because it would 
merely put into words the powers which 
the political authorities now possess and 
will continue to possess regardless of 
what we do. Isn’t such an argument 
merely an apology, a confession of un­
willingness to argue the question of 
political control of the Federal Reserve 
System in its own merits ? Even as they 
stand, are not the powers of political 
influence over our Federal Reserve banks 
already too great?

Why ? If the measure merely puts into 
words powers which already exist, why

go to so much trouble to merely rewrite 
a law ? And, if more effectual political 
control is not contemplated, why, in re­
writing the law, not respond to the warn­
ings of history and of economic reason 
rather than enlarge the avenues of poli­
tical influence down to the twelve Fed­
eral Reserve banks, which today main­
tain a degree of independence which ap­
parently is disagreeable to the Federal 
Reserve Board itself and to the Federal 
authorities in Washington.

The answer must be that in the minds 
of a great section of the great steering 
committee at Washington a need exists 
to make absolutely clear-cut the means 
by which the political arm of our gov­
ernment can conform to its will the 
American banking system. Gentlemen, I 
hold no such Fascist or Communist pow­
er is needed by a soundly constituted 
government following sound common 
sense, national commercial and financial 
policies.

Such a nation’s banking system is ex­
pected to stand on its own feet, the free 
and independent trustee of the nation’s 
fund of past and future savings.

Such a nation’s credit, moreover, needs 
no artificial support. Individuals buy its 
bonds readily if it has any outstanding. 
Its treasury needs no banking affiliate to 
bolster and manipulate the market for 
its securities with credit which the pub­
lic fails willingly to extend on the basis 
of its financial solvency.

Such a government can afford to let 
its central bank be a bank, go indepen­
dently about its real business of guard­
ing its solvency, as the national reserve 
depository, by never discounting the fu­
ture in advance more than a few months 
at the most.

But the government which has aban­
doned the principles of sound economics, 
either because it is too weak to defend 
itself from the octopus of officeholders 
and pensioners or not strong enough to 
levy sufficient taxes and is merely drift­
ing between the devil of inflation and 
the deep blue sea of deflation,—such a 
government can use all the powers over 
its banking system it can get. And when 
it seeks them, I say, beware! And let 
the people who have money in those 
banks also beware, not only for their 
money, but for their liberties as well!

Once we prided ourselves on being a 
nation of checks and balances. We lose 
much when we surrender, in more than 
one sense, the checks and balances of 
our Federal Reserve banks to centralized 
Washington control. Use easily degen-
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erates into abuse; management into mis­
management, for who is there to say 
“nay” when Old Man Politics, in the role 
of borrower and spender, needs a new 
loan from the government in its role as 
trustee and lender?

If the leaders of Congress are will­
ing to stand with us in opposition to 
such a trend away from American ideals 
of independence, if they are ready to 
join with us in the theory that less 
rather than more political control is 
what we want in our so-called Supreme 
Court of Banking, then there is no need 
for rushing Title II. Rather, there is 
need for a rebuke for those predatory 
forces of the American public who wish 
to feed their dreams upon the savings 
of the American people.

That rebuke, I say, should begin with 
a delay of at least;a year for real study 
and analysis of what reform we really 
need. The administration seems unwill­
ing to delay. Does it fear that study 
and public debate will crystallize into a 
demand for the exact opposite of the 
policies it urges ?

A year’s more debate on Title II, I be­
lieve, will bring a realization to the na­
tion that the true path of banking re­
form leads away from Title II and to­
ward real independence for American 
banking at the top. I suggest that with 
the trend of Treasury deficits as they 
are, it would be vastly wiser for Con­
gress to legislate directly now to remove 
the secretary of the treasury from the 
Federal Reserve Board. Take away from 
the President of the United States the 
implied power and promised power to 
remove the governor of the board with­
out, let us say, the consent of the entire

board. Give Mr. Eccles, I say, and his 
successors the feeling that when inter­
ests of sound banking and unsound 
Treasury policy clash, what will be sac­
rificed will be the Treasury policy and 
not the governor of the Federal Reserve, 
and the U. S. dollar for which he is 
trustee, Will be sacrified. Moreover, be­
fore you are done, let us set a date by 
which the Federal Reserve banks shall 
have divested themselves of their hold­
ings of the federal deficit and establish 
as a principle of national finance that 
never again shall the Federal Reserve 
credit pool be used for the syphoning of 
the people’s future savings and future 
earning power unwittingly into what 
may be a bottomless sinkhole of federal 
debt.

The lesson of economics is that a good 
central bank, like a good local bank, is 
an independent one, its first responsibili­
ty its own solvency, and after that, sym­
pathetic, hard-headed treatment of the 
community’s need for credit.

The British long before had learned 
this lesson. The Bank of England is no 
milch cow for the Britsh treasury. The 
British people are smart enough to know 
that when the Bank of England insists 
upon a balanced budget, it is doing it 
for the best interests of both govern­
ment and banking over there.

But as a nation we seem to be rushing 
into the opposite direction blindly. Even 
Mr. Roosevelt and Mr. Eccles may not 
be able to persuade Congress that there 
is a time for budget balancing and con­
trol when they feel that that time has 
come. Remember how Mr. Hoover and 
Governor Meyer failed in their day in 
1931?

I differ with those who call monetary 
issue a “natural function” of govern­
ments. It is much more a natural func­
tion of banking and responsible bankers. 
The history of economics is strewn with 
failures of attempts by governments to 
manage both their own finances and the 
people’s money.

Governmental currency and banking 
failures have cost the world far more 
than any other form of financial abuse, 
including stock market speculation. And 
what is worse, the chaos of currency and 
banking resulting from governmental 
mismanagement leads far down the road 
toward dictatorships. “ Life, liberty and 
the pursuit of happiness” are easily 
denied to a people who have surrendered 
control of their banking to any self-in­
terested central or political agency, gov­
ernmental or otherwise, and eventually 
lost thus not only their money, but their 
freedom of initiative that money repre­
sents, as well. We have only to see the 
abject condition of individual initiative 
and freedom in such countries as Ger­
many, Russia, Italy and Japan to get a 
glimpse of the way that control of the 
banking machine facilitates control of 
the industrial machine and of personal 
liberty in the hands of even benevolent 
tyrants.

And the tragedy of it all is that we 
as bankers are ourselves so heavily in­
volved in the nation’s deficit and so de­
pendent upon Uncle Sam because of our 
tremendous liabilities that we can only 
plead with him to “ get on the wagon” 
and hope for the best.

What can we do about all this ? Must 
we merely sit and take it, play the game 
for all that it is. worth until the next 
crash, hoping, as in 1929, for the best, 
and that, when and if the crash comes, 
it will somehow or other not be our in­
dividual funeral ?

I do not think that we need to be such 
fatalists. If we do the right thing during 
the next few years, perhaps we can find 
the way to a sounder system of Ameri­
can banking, a system that will make us 
independent in fact as well as in ideal, 
from the FDIC and any other agency of 
outside control, and which would make 
much of the Washington setup unneces­
sary and eliminate all the FDIC alto­
gether. There appears to me to be a way 
out of our present dilemma.

It lies in the direction of independent 
banking—really independent banking. In­
dependent in a direction in which one 
of your own associates is pioneering. I 
had the privilege of making a talk be­
fore the American Bankers Association 
last fall. At that time my analysis of 
the American Banking system was that 
we were doomed to a crisis as long as 
our present system continues. I suggest­
ed some form of blockade, some with­
drawal of national funds, as a policy. 
I discovered here one of your own bank­
ers had been thinking along those same 
lines. He is Mr. Ralph Manuel of the 
Marquette National Bank, and perhaps 
that is one of the reasons why I am 
here.

We like to pride ourselves in America 
that we have an independent banking sys­
tem. “ Free banking” has been a watch­
word of American economics for a cen­
tury. But will our “ independence” really 
stand analysis ?

In my effort to reduce to simplest 
terms the problems which confront the 
American banking business and the local 
bank, the regional bank, or the Federal
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Reserve Bank—such questions as branch 
banking, bank failures, governmental 
control, political domination—I found at 
the bottom of things that what we have 
today is not an independent banking sys­
tem, but a dependent system.

Dependent for its very life upon the 
maintenance of the illusion that billions 
of deposits can be invested in assets of 
distant maturity and converted into cash 
in times of need.

Today we are dependent upon the fed­
eral government for the maintenance of 
that illusion. Whatever price the Wash­
ington authorities have extracted from us 
for their support of the banking situa­
tion, we have pretty nearly had to give 
them, no matter how great the error or 
how great the cost may later be of the 
political controls they insist on. I spoke 
in a state that nearly 300 banks had re­
fused to join the FDIC and nothing hap­
pened.

Frankly, we have oversold the demand 
deposit function. That was one result of 
the wartime inflation, and ever since 
1920 we have been paying the price, and 
we will go on paying the price until some 
means are found where we are able to 
stop the demands of the depositors when 
the accumulation of those demands would 
mean our financial death and their great 
financial loss.

Can we ever be independent bankers 
as long as we must depend upon some 
outside agency to save us whenever our 
depositors choose to call our debt to them 
over any prolonged period of time?

It is my suggestion, therefore, and in 
line with Mr. Manuel’s suggestion per­
haps with which you are all familiar, 
that during the next few years, against 
the political opinions of their state ma­
chines, American bankers should fight 
this ever growing trend toward making 
all assets theoretically as good as cash 
by promising them the rediscount priv­
ilege, a vital error in Title II and the 
FDIC theory, and work toward local and 
national independence by reducing the 
power which our depositors today hold 
over our banks and over the heads of 
every one of us and you, and the little 
banking connections that I have they hold 
it over me.

This can and should be done by chang­
ing the deposit contract to a performable 
one at all times in place of the present 
open-end demand against the bank, as 
Mr. Manuel has urged. It should be the 
privilege of every bank, and the under­
standing of every depositor, that funds 
in the savings account and the surplus 
reserve funds of corporations which are

the same as savings, could not be drawn 
upon at so fast a rate as to impair the 
bank. Let those who wish to consider 
their money in the bank as cash keep it 
in demand accounts, and let bankers keep 
this demand account money in strictly 
self-liquidating paper, and by that I do 
not mean United States bonds or notes. 
They belong in the savings fund and not 
in the credit end of the demand liability.

Let the rest of our people, who are 
making us their trustees in effect in the 
investment of something like $35,000,- 
000,000 of deposits, so-called, be stopped 
from expecting as commercial bankers 
that we will guarantee both the liquidity 
and the par value of their investment 
under any conditions. Talk about gov­
ernment guarantee of bank deposits be­
ing impossible! We have found out in 
this country that this degree of banker 
guarantee of deposits is actually impos­
sible, and because it is impossible, we 
are forced at every crisis, local or other­
wise, to sell another portion of our local 
banking independence to some outside 
agency to tide us over. And the price of 
the rescue is always surrender of some 
portion of our home rule.

The defense against this line of de­
velopment is unquestionably the recovery 
by the banking system of a position 
where it cannot get caught short. Such a 
system requires that every cash callable 
liability be matched by an equally quick 
asset, and that no demand or short notice 
deposit, or the so-called savings deposit, 
be tied up in frozen or slow assets. Since 
the supply of quick assets is distinctly 
limited, the rest of the so-called deposit 
money should be invested under terms 
which permit liquidation at the discre­
tion of the banker in times of stress.

There is no other practical way out, as 
I see it. The FDIC does not give us the 
way out. Consider the amount of capital 
which you would require for a banking 
system which would guarantee to liqui­
date on short notice in time of deflation 
and depression a $35,000,000,000 invest­
ment fund. That is obviously impossible. 
There would be no income left for those 
deposits, the income being necessary, of 
course, to attract the capital necessary 
to underwrite such a volume of assets.

We are nationally a money-foolish peo­
ple. We would rather spend our savings 
in lossful competition during a period of 
economic readjustment; we would rather 
draw upon our bank account than to 
square our business around, or than to 
face the pains of business readjustment 
necessity which caused us to lose our 
profits in the first place. We always

think the other fellow will go bankrupt 
before we do. We always think we will 
get a job before the bank account runs 
out. We, as bankers, guarantee to supply 
an unlimited amount of cash to finance 
the status quo of affairs which initiated 
the depression, that is, the losses of the 
profit margin in business. Our depositors 
spend instead of accumulate savings 
until either we go broke or they go broke, 
and when they go broke, they depend 
upon the government to borrow from us 
and to spend other people’s savings to 
keep them going. It is a strange thing, 
but in this nation we thus prolong our 
depressions as long as we can afford 
them, that is as long as our banks will 
supply the cash, or after our banks are 
closed, as long as our government will 
supply either them or us with cash—such 
fiat currency as our current program of 
dollar debasement is scattering today to 
prolong the status quo of farmers, labor­
ers, businessmen, and bankers who can­
not do business at a profit without gov­
ernment aid and so-called reflation.

For that national state of mind, I must 
indict the bankers of the country, since 
they have assumed to guarantee to the 
people of the United States that the na­
tion can spend the same money twice, 
once in times of prosperity, when they 
are accumulating it, and once in times of 
depression when they are broke. It is 
easy to see how this system of servicing 
savings as cash makes our booms a 
double bubble and our depressions double 
trouble.

When we as a nation are making- 
money and saving it, the reinvestment of 
our savings tremendously exaggerates 
the boom in capital goods to a point 
where it is bound to collapse. And then 
when it does collapse and we are losing 
money and jobs, it is easy to see how the 
spending of the same savings deepens 
the depression and puts an end to capital 
expenditures. It is equally easy to see 
how when banks are willing to guar­
antee to liquidate billions and billions of 
savings and time fund deposits without 
limit, come what may, they are setting­
up an unnaturally powerful force for the 
inflation of those deposit totals since 
they are promising to guarantee as cash 
something which because it is invested in 
capital goods cannot reproduce cash ex­
cept by the slow process of sinking fund 
accumulation out of profits in the field 
in which the investment is made.

Could there be anything more un­
stabilizing than the combined effect upon 
prosperity and depression of our present 
disposition to guarantee in our banks the
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liquidity of all the savings and business 
reserve funds which the nation can ac­
cumulate ?

We are either starving or glutting our 
capital markets under our present sys­
tem.

Let us consider what would happen to 
the capital markets today if we could 
arrange this program of making a major 
portion of our savings deposits non-call- 
able to the degree that is here suggested, 
and carrying an interest rate that would 
make them very attractive in relation to 
demand deposit accounts or even to 60 
day notice accounts. In the first place it 
would be only a matter of a little time 
before two things wTould begin to hap­
pen. Depositors would be forced to 
choose between whether they would carry 
their so-called cash in banks at no in­
come as demand deposits, or invest it 
themselves. The resultant percentage of 
direct investment would be most healthy 
for the bond and mortgage market.

Secondly, banks would immediately be 
able to consider legal and sound long 
term investments, sound risks on which 
to earn a rate of payment on their sav­
ings funds. This would solve the jam, I 
believe, in the capital goods investment 
field in a major way. Real money based 
on sound financing of long term invest­
ments with long term funds would be­
come inevitable. For one thing it would 
make available to the borrowers today 
long term money and it would take away 
from them the feeling that in the next 
depression they would be given the 
works. If for no other reason, we be­
lieve that the development of long-term 
savings accounts in banks ought to be 
encouraged because of the sanity which 
it would restore to the long-term invest­
ment market.

Certainly it would make funds avail­
able to those borrowers today, and it 
would protect the same borrowers and 
markets from deflation during periods of 
depression, and thus mitigate the worst 
phases of the depression in this respect.

As a program for stabilizing the gen­
eral money markets, this idea of savings 
funds in banks safeguarded from forced 
liquidation and losses, seems infinitely 
superior to anything being proposed in 
Washington today, and it has this beau­
ty, any bank or any state system of 
banks can inaugurate it by merely 
changing the contract form of its rela­
tions with depositors. Moreover it in­
volves no use of federal credit through 
the FDIC.

By making such a change, banking 
can sell its depositors real safety for 
demand deposits, and really safe, high 
yielding savings deposits.

The Morris Plan banks, which are ad­
mirable in many respects, already, in 
some states, have such safety contracts 
with their savings depositors.

In Sweden, the savings system is built 
around deposits which are payable only 
on six months notice. Deposits which 
bear less notice carry only nominal in­
terest rates.

In England, savings are the business 
of the postal savings system, the savings 
institutions, the building loan companies, 
the insurance companies and the invest­
ment trusts, and the canny Scotch who 
run the British banks have not let them­
selves be tricked by competitive ferver 
into being the guarantors of the liquid­
ity of the nation’s investment and sav­
ings account.

Some day, I believe, perhaps with fed­

eral recognition that the only way to 
keep banks from dumping their U. S. 
bonds on the market will be to freeze 
savings and time deposits, we shall have 
a similar safety system in regard to 
savings in this country.

In New York state, the superintendent 
of banks has the right to draw that de­
fense line on any bank. You possibly 
have a similar law, the Moratorium Law.

Then and then only will we be able 
to say that the American banking sys­
tem is independent. Then and then only 
will we be able to call our banks our 
own and be able to stand four-square 
with the world when outside interests, 
either ambitious branch bankers or gov­
ernmental machinery, tries to encroach 
upon our freedom of action.

Today the tendency is away from the 
reality that money invested in long-term 
bonds, debentures, mortgages, and the 
like is frozen, and toward the illusion 
that the federal printing press, under 
the guise of rediscounting, can turn them 
all into cash on demand. But that is the 
road to the greatest fraud which can 
possibly be worked upon a people’s bank 
depositors, fiat currency, every day more 
nearly worthless.

The other route, that of trusteed segre­
gation of and blocking of liquidation of 
savings and time deposits in times of 
distress, is in exactly the opposite direc­
tion. But it is, in my mind, also the 
road to sanity, sound national economics, 
sound federal finances, and sound indi­
vidual banking relations.

And it is inevitable, in my mind, that 
some time within the next few years, 
either by federal decree or otherwise, we 
shall calk up the open seam which sinks 
banks when they run into the storm seas 
of depression—the unlimited liquidation 
of time or slow assets. It is quite un­
thinkable that the Federal Reserve Sys­
tem will go on rediscounting assets, even 
government bonds, forever, or that the 
FDIC can liquidate them any better than 
we ourselves.

And when they stop it will be another 
banking holiday and the reasons for it 
will be the same as those of the last 
one, the inability to liquidate assets as 
fast as depositors call for them. Again
the lesson will be brought home which
President Roosevelt recited in 1933,
when he told the nation over the radio 
that depositors could not all withdraw 
their money from the banks without 
limit. Why not have that in the contract 
now? I thank you.

* * *
CHAIRMAN FOUQUETTE: On be­

half of the association, Mr. Axford, I 
thank you for your presentation of the 
subject: “ Independent Banking.” We
have enjoyed your interesting talk very 
much.

The next speaker is going to present 
a subject that I think we all have heard 
considerable about, but it is a subject 
that presents circumstances that usually 
exist in quantities that are usually in­
sufficient or else the quantities are too 
large. The subject is “ Liquidity.” I think 
it is our good fortune indeed to have 
the next speaker talk to you on this 
subject. He has asked that the audience 
prepare to ask questions following the 
termination of his talk. It is a pleasure 
for me now to introduce to you Dr. Mel­
chior Palyi, of the University of Chicago. 
Dr. Palyi is a former officer of the Reich- 
bank, the German central bank, and the 
economist of the Deutsche Bank, Berlin. 
Dr. Palyi!
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Liquidity By Dr.

It is rather embarrassing to speak at 
this time on problems of liquidity to 
bankers, for by this time they ought to 
know all about it. It is a somewhat sim­
ilar situation to the story of the famous 
old Scotchman, who felt that he was 
dying and called his son to his bed and 
told him his last advice, and his most im­
portant advice: to be honest, never to 
deceive anybody, to do decent business, 
and he said: “ Believe me, my son, I 
know. I tried it both ways.”

Similarly, bankers by this time know 
everything about liquidity, since they 
have tried it both ways and there is 
nothing new, especially that an outsider 
could say about it. However, someone 
with international experience might be 
permitted to reflect about some of his 
experiences and some of his studies on 
this subject.

We are living in a period of revolu­
tionary thought all over the world, and 
the countries in which the social struc­
ture and the political system did not 
change, or did not change visibly, are in­
clined not to realize what the revolu­
tionary tendencies are that are sweeping 
the whole world and their own coun­
tries, and especially in the financial field. 
You will find in every country, which 
witnesses a visible banking crisis, that 
something is going on to change the en­
tire banking structure; some movement 
in most countries similar to the Amer­
ican change, in most countries which 
had a major banking crisis.

This is a movement based on the idea 
—on the very revolutionary idea—that 
banks are the main source of money, of 
the supply of money, in every country, 
and that this source of supply of money 
should not be left in control of the pub­
lic, should not be left to the individual 
banker, or organization of bankers to­
day to do with as they like. Until very 
recently, there was very little discussion 
about it, except among theorists; but 
there was no discussion, no question 
about it practically among practicians, 
among business men, or politicians that 
the bank is the control element of credit. 
Control of the banks is not denied the 
capitalist, but they have denied it to the 
socialist. Since the World War, and 
starting in the United States, and start­
ing more precisely in the Mid-West, a 
new trend of thought has swept the 
world, that is, that the banks are the 
real source in the sense that they do not 
regulate the changes of demand for 
credit, but that they somehow, by some 
process, create and destroy money as 
they please.

The economists who investigated this 
story believe in government or other 
control of the monetary supply. They be­
lieve that the old mechanism changes 
according to which changes of demand 
for money automatically, so to say, make 
the banker give more or less money is 
wrong. We believe that the banker is 
ultimately responsible for inflations and 
deflations of the credit structure and 
that he is, of course, not being con­
scious of his job and not being inter­
ested in anything but his own profit and 
is not the right person to control the 
monetary system of the country and, 
consequently, the right person, who does
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not do it for profit, who does it for the 
nation’s sake, is the right person to do 
it. There you have the quintessence of 
the kind of preaching about the banking 
problem, which is being expressed today, 
particularly being stressed in the Bank­
ing Law of 1935 before the Congress.

It is worth while to realize this funda­
mental issue and not to dismiss it too 
lightly and to say it is not in accordance 
with our experience. I think it is very 
useful and important to take out of the 
picture, as a previous speaker did, the 
savings deposits and time deposits, which 
are not used for payments or for check­
ing or other forms of payment. So far as 
they are time deposits they are not part 
of the monetary system and they are 
accordingly different from the other de-
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posits. The volume of demand deposits 
is 10 or 12 times in every country, espe­
cially ours, but except in France, in Hol­
land, and in the gold block countries, 
about 10 times the volume of money in 
circulation.

Permit me to make this remark inci­
dentally, that it happens that for very 
good reasons the only countries remain­
ing on the gold standard are those in 
which credit expansion did not take 
place—the denominations of money times 
the volume of gold or volume of strictly 
cash in the country. The total volume in 
France is some 70,000,000,000 French 
francs and the total volume of franc de­
posits or demand deposits is 40,000,- 
000,000. Just the opposite ratio, of 
course, to the American or the British, 
and somewhat similarly in Holland. Also 
it is very interesting that those countries 
had no banking crisis to amount to any­
thing, and few banks fell in France and 
in Holland, but the whole system has 
not been under a major attack—none on 
the demand deposits. It has a liquid 
bank structure and the liquidity of the 
banking structure is the first condition

and the most important of staying on 
the gold standard. Few politicians seem 
to realize that nowadays. Old countries 
which went off gold, or coined a new- 
monetary system, like Germany, had 
great difficulties with their banking 
structures, including England. In Eng­
land the run on the banks was not so 
visible, because it was not an external 
run. The Bank of England had to go off 
gold because the banks would not have 
been able to supply the correspondent 
banks.

Everywhere the gold standard is tied 
up with the liquid banking structure and 
the gold standard in the deposits is a 
non-liquid banking structure. But this is 
just an incidental remark.

To get back to our problem. The prob­
lem is, I think, very well put in the re­
cent discussion on this country. One asks 
the difference between quality control of 
credit and quantity control of credit. 
Quality control is the one the banker is 
supposed to employ, choosing between 
long term and short term assets, good 
assets and bad assets, discriminating, in 
other words, between enough assets, 
quantity, and good assets, quality. This 
is similar to the difference in the philos­
ophy of Curran and the philosophy of 
Washington on this subject. The quan­
tity control idea is that quality choice 
does not mean a thing. Experience is 
supposed to show bankers how to expand 
credit in good times and deny credit in 
other times. Not a case of quality; only 
quantity. If there is much credit becom­
ing available everything is liquid; every­
thing lboks good. If the banks contract 
their credit volume there is no market, 
since their demand buyers, or, rather the 
depositors, are changing their credit and 
are borrowing. Consequently their value 
falls and so the quality of credit is a 
consequence, according to this preach­
ing, to the volume changes, not vice 
versa.

What we have to realize is that the 
closer relation runs just the opposite 
way. True a credit system can be con­
structed in which there is no choice of 
quality of assets. Even the most radical 
of the New Dealers do not dare to come 
out and say that it makes no difference 
about your assets. You have to have as­
sets. Even the most radical ones among 
the New Deal banking philosophers like 
to talk in terms of “working capital” 
provisions, and that it should be only 
along the lines of solid credit and good 
assets.

Nobody dares to deny the quality 
aspect. But the fundamental idea is that 
quality is not important; it is only quan­
tity. The fundamental error is visible, if 
one realizes two things: The one is that 
actually the choice according to qualita­
tive standards differs as to the volume 
of credit. Liquidity does not mean hold 
of cash. That is a minor aspect of liquid­
ity. Liquidity means the choice of the 
banker as to what he thinks are the 
proper investments for his money; in­
cidentally, no liability for his deposits, 
but for the cash and balances with other 
banks and due from other banks, of 
which he can dispose. The problem, 
therefore, is to regulate the choice of
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quality so as to have resulting regula­
tion of the quantity of credit.

The second point is that credit policy 
which does not care for the quality of 
credit but concentrates on the quantity 
is practically impossible. It would lead 
to the very thing which it is supposed 
to avoid—crisis. Suppose the government 
should succeed in putting into the Ameri­
can banking system a regulation, which 
is suggested, according to which govern­
ment-controlled Federal Reserve System 
is ready to re-discount almost anything, 
and gradually persuades banks accord­
ingly, agreeing to act accordingly, that 
is, to go into the hole, mortgage credit, 
relying upon the discount facilities at the 
central bank, go into the hole on long 
term industrial — in other words, your 
ideas of primary and secondary liquidity, 
according to practice for 100 years in this 
country and for 200 years in Europe— 
what would happen? Almost unlimited 
credit and expansion of credit!

The government says we have, how­
ever, in our hands the control of this 
amendment. They say that we need not 
go any further than we want to go. We 
can inflate to the extent of 10, 20, 30, 50 
per cent, and then we will stop when 
prices rise too much. It will be a con­
trolled currency, a managed inflation. 
But can we control it? It is exactly the 
same kind of a question that one would 
have if one spent more than one earned; 
one could not contract any more. The 
other essence of a crisis is that a bank­
ing system which is over-expanded, tries 
to contract, to get away from the first 
expansion, and fails, because it is im­
possible to contract the over-expanded 
credit structure except by a crash. Every 
attempt of this kind must fail because 
you cannot simply liquidate and expand 
prices. You cannot even stop it, so how 
can you control it? The very essence of 
the meaning of liquid credit is that you 
don’t need to give more money into the 
same enterprise, that you can stop the 
credit expansion, that it liquidates itself.

The meaning of an illiquid system is 
that you cannot stop it, that when the 
capital invested is gone you must put 
more money on the same illiquidity. You 
must put good money after the bad, so 
as to keep the bad money going, or ap­
parently going. There is no way of stop­
ping the credit inflation, which illiquidity 
means, because the credit expansion 
means that all sorts of commitments have 
been made, longer investments have been 
started, and that capital goods have been 
stimulated in the bargain. You cannot 
stop building a house in the midst of it 
without ruining the whole value of the 
whole house.

The same is true of any other sort of 
thing termed “capital structure” of any 
sort of fixed capital structure. It is not a 
matter of mere quantity control. In other 
words, the control of quantities is only 
possible in the eyes of those who do not 
know the history and have no practical 
experience with controlled credit. They 
do not know that controlled credit is a 
very difficult job. It is very easy to spend 
money. The difficult part is to stop the 
spending of money.

Credit control on purely quantity lines, 
disregarding the quality, is impossible; 
without credit, new crash, new crisis. 
Credit control is superfluous if quality is 
going down. The quality control on the 
part of the banks means that they do 
not over-expand. They only expand credit 
according to the demand for goods. This

is the very essense of liquidity from the 
social point of view.

It is important, very important, to re­
alize that the old-time banker who 
thought he could go on doing business, 
trying to maintain a reasonable cash li­
quidity, will have to go to liquidity and 
to credit control, has done all he knows 
about it, that this old-time banker will 
not survive; perhaps the whole banking 
structure will not survive. The economic 
problems involved are such that the bank­
er must take care of the aspects in which 
he does not have an interest. He must 
think in terms of what will be the later 
consequence. For instance, if he goes into 
government securities, which are eligible 
for discount at the Federal Reserve, he 
must realize that if everybody does it, 
the Federal Reserve will be unable to re­
discount those when the price of govern­
ment paper will fall, and it will fall some 
day.

The moment the business cycle turns 
up interest will rise and /government 
paper will fall, more or less, and if the 
banker does not want to carry the loss, 
such as the banking system had to carry 
between 1900 and 1914, when about a 
third of their assets had been invested 
around and after 1900 in government se­
curities, which depreciated in 14 years 
by about 10 per cent, not because the 
credit of the United States government 
was bad—it was excellent—but because 
it was a period of rising stock prices; 
then the banker must think in terms not 
of what he wants to do, not of what 
other bankers will do, but what the policy 
of the banks will be in the light of such 
statistical and economic data as are then 
available to him.

The best managed banks of the world 
lost on the best investments of the world, 
namely the British. We thought they 
were the safest banks in the world.

Quantity control, I think, is underlying 
the philosophy of the present banking 
New Deal and is, I think, an illusion. If 
carried out we will learn its illusion.

There is no other way for the business 
man to do under the quantity of credit. 
How can you control credit, especially in 
the major banking house? How can you 
decide which business is good and which 
is bad? When is a long term credit good 
or bad ? How can one, as a banker, know 
everyone and everything about the de­
tails of each business with which he has 
to do? After all, human knowledge is 
frail; the greater the bank the less one’s 
ability to check on the debtor. This is a 
very important point in the problem of 
the survival of the smaller banks. It is 
generally known, that the failure of the 
country banks—the smaller country 
banks—was largely responsible for the 
breakdown of the banking structure in 
this crisis. I do not think that history 
supports this opinion satisfactorily. I do 
not intend to take issue on the side of 
the small country banks which are badly 
managed but there is no doubt but there 
is a great deal of it existing.

The 7th Federal Reserve shows a great 
deal of illiquidity in country banks and 
that large city banks are more easily li­
quidated than country. Experience of 200 
years shows that big banks are just as 
bound to get into trouble as small ones 
and sometimes more so. Continental ex­
perience, especially Middle Europe, shows 
big banks getting into trouble, rather 
than the small ones.

The growth of banking has its dangers, 
just as much as there are dangers in the
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existence of short, small units. I do not 
think the question of unit banks versus 
branch banks can be solved on these lines. 
There are many arguments on both sides, 
which will be solved in the course of 
history, I have no doubt. Those in unit 
banks have to do only with maintaining 
liquidity, then the unit will survive. Nev­
er in history has any bank been wiped 
out if it was good. They were only wiped 
out if they were in trouble. There will 
be a point after which they cannot do 
any more. They are highly respected 
members of the local and national unit 
if they don’t fall.

But to get back to my subject, which 
will bring it to an end. The quantitative 
theory originated from the Mid-West, 
sweeping the whole world. I did not know 
until recently myself that the Mid-West 
originated this theory of credit which is 
worrying this country and many other 
countries right now. This is not the only 
dangerous story from the point of view 
of the banker. Old timers used to be be­
lievers in laissez faire, but laissez faire 
has its dangers, too. That sort of thing 
argues “ Let the bankers do what they 
please; they are business men and busi­
ness men are reasonably able to take 
care of themselves. If they are not rea­
sonably able to take care of themselves, 
then they won’t be in business long.” Of 
course that is not always true.

The reasonable one is the only one 
that would not do anything wrong to 
hurt anyone; has no special interests; 
he never speculates, because he knows 
by experience that speculation is a dan­
gerous thing. If he does he will fail. 
Therefore, the clever ones will survive. 
Of course, experience shows that bankers 
are not always like that. They sometimes 
speculate; they sometimes incur bad re­
sults. Of course that is corrected after­
wards by a crisis we want to avoid. 
There is little consolation in saying that 
we eliminate that because it costs too 
much. We would rather not get into that 
point at all. Therefore, this laissez faire 
advocate argues now to let the central 
bank do the job of controlling, the banks 
go on their own way as they please, let 
the central bank control the money lit­
erally by raising and lowering the dis­
count rate. That is a sort of false belief 
that the central bank controls the individu­
al bank by regulating the interest rate 
and some open market relations and 
pious announcements that then nothing 
can happen—minor fluctuations but no 
major danger. This sort of fellow argues 
that the Federal Reserve should not have 
lowered its interest rate in 1927 and that 
then the whole stock market crash would 
not have happened.

But this whole argument means putting 
the cart before the horse. It means to 
overlook the real fundamentals of the 
situation. Suppose the Federal Reserve 
would have acted accordingly, and had 
understood what was going on—as few 
banks did understand—even so, could it 
have stopped speculation? Could a raise 
of the interest rate to 5 or 6 per cent 
have changed the situation? All it would 
have done was to attract more gold to 
the United States, make the banks more 
liquid, in terms of liquid reserve, more 
free to expand without regard to the 
rediscount rate of the Federal Reserve.

Probably a severe contracting policy 
of the Reserve might have stopped an 
amount of speculation, but it would have 
carried England and Europe into a crisis, 
and this crisis would have reacted on

America. Nobody can make a good argu­
ment, or make it believable, that that 
would have been sufficient to stop the 
whole speculative era. The year 1927 
might have been much too late. The peak 
of the boom was over in 1926. The action 
of the Federal Reserve should have start­
ed much earlier. At the time nobody 
could foresee how far things would go, 
in spite of all statistics and all too com­
plicated elements of -the possibility of 
action in the part of the Central Bank 
on a money market which is sufficiently 
supplied with gold. Of course the Central 
Bank in Europe before the War and in 
Germany after the War, these nations, 
lacking gold, was a source of supply to 
the banks. In such countries it is much 
more possible to control the Central 
banks than in England, France and the 
United States, where the Central Bank 
is in normal times just a minor condi­
tional source of credit.

In other words the laissez faire idea to 
control the business side is a very naive 
idea. In view of all the experience of this 
generation and of previous generations, 
in spite of the political factors interested, 
everybody knows how difficult it is for 
Central Banks to carry out their ideas if 
they are not credit institutions managed 
by a high tribunal of gentlemen. We are

exposed to public opinion in different 
forms it might take and, therefore, even 
disregarding all other inhibitions and 
mere politics, would violate the policy 
which would attempt to control an up- 
going cycle. Both ways are insufficient, 
or wrong.

The idea of quantity control is wrong. 
It is misleading; it is mischievous in the 
sense that it would be carried out by 
the government raising the requirements 
—the cash requirement with the bank— 
to such an extent as to compel them to 
do what the government wanted. The 
government might raise the requirement 
to 100 per cent of the deposits; it is 
enough to compel them to pay 50 per 
cent, or compel them to go out of busi­
ness unless they follow it. But whatever 
method is carried out, it would lead to a 
dangerous — a very dangerous — experi­
ment. Relying upon the wisdom of the 
Central Bank about the deposit is very 
dangerous, as experience and sound rea­
soning shows, because it overlooks some­
thing which exists, which is very im­
portant. But in a community as a whole 
this might be offset for a while by other 
forces of speculative threats.

It takes more than human ability for 
a community as a whole to understand 
in a government situation which follows
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which. Such knowledge is available to 
but a very few and those who seem to 
have that knowledge would rather spend 
than actually enjoy, and never can seem 
to control it until it is too late. Conse­
quently what we need in this complicated 
modern world is the maintenance of the 
laissez faire in the sense of quality con­
trol by banks, behind which is a form of 
control which permits the community to 
get rid in bad times of undue credit ex­
pansion which helps credit expansion in 
good times.

It makes no difference whether the 
credit expansion is done by the specula­
tors of live issues, because people believe 
in the productivity of speculative invest­
ments on a large scale, or whether the 
speculation is done by the government, 
or a combination of the two. I would like 
to remind the bankers who are 100 years 
or older, of the crisis of 1837, which is 
very similar to the present. Prior to 
1837, the United States had a great ex­
pansion. It was an era of improvements. 
They were proposed by business men, 
financed by government bonds, and long 
and short term bonds of state govern­
ments, but they did not make things any 
better. The crisis came because states 
expanded in competition with each other, 
with the sole exception of one state in 
the East, and the improvements, or the 
so-called “ improvements,” turned out to 
be good investments, but they were not 
good in the lifetime of the people who 
invested their money. People will make 
a run on the bank even if they think that 
in 50 years from now the bank will be 
good, but who can prove it?

What we have now in this country is a 
credit expansion and an “ improvement” 
system, to use the same term, just simi­
lar to that of the 1830’s, 100 years ago, 
not financed by the states but financed 
by the federal government; financed on 
short and long term, government credit. 
However, in the 1830’s the American pol­
iticians, who were mislead by Mr. Biddle, 
had the excuse that the whole community 
believed in the productivity of their plans, 
and they were wrong in the long run. 
However, now the government does not 
always suggest that it is productive, they 
suggest that it is self-liquid. So few are 
inclined to believe that, though. Now the 
communities do not cooperate; it is the 
government that does it alone, all of 
which makes it rather of shorter duration 
than it was in the ’30’s, provided it is 
not stopped by the pressure of public 
opinion.

And now to say the last word about 
my subject. Of course all of this has 
very little to do with the present sor­
rows of the American banker. He knows 
illiquid investments are bad, but he has 
to earn money; otherwise he cannot 
maintain his bank. The most important 
aspect of liquidity from the point of 
view of the banker is tbe earning power 
of the bank. It is not a matter of ratio, 
of net worth to liabilities or self-liquid 
credit, or what not. The fundamental 
question is whether the bank is going to 
earn money or not.

Earning power is a wrong point of 
view, just as it is a wrong policy to go 
into more expansion for more earnings 
at a time when you will have to pour 
good money after bad. If it does not last 
too long, the banks ought to be con­
scious that the burden of reduced earn­
ing capacity in liquid operating is a bur­
den which they are bound to carry if

they want to get into another period of 
sound and sufficient earning power with­
out going into the dangers of illiquidity. 
In other words, try to see this as much 
as possible by looking into the future 
to the great possibilities which the fu­
ture offers to liquid banking systems. 
The upturn of the trend is only possible 
if that policy is liquid. It allows us to 
evade the danger of a breakdown.

An upturn is bound to come on the 
basis of a liquid credit structure. Un­
fortunately at the present everybody is 
talking about the upturn in business but 
nobody believes in it, or seems to be­
lieve in it. If the people believed in it, 
it would come faster and you would have 
a liquid banking structure immediately. 
Second, I mentioned at the beginning, 
the banker has to realize that he is liv­
ing in a new world, a world with revolu­
tionary ideas, and he has to accept them. 
He has to realize then, in effect, that we 
have a government and public opinion 
which carries government into a major 
amount of interference with business and 
banking and that it has many-fold con­
sequences for the individual bank, and 
that therefore every individual bank has 
to follow closely what happens in tbe 
field of general policy and general eco­
nomic development and to adapt his 
policy accordingly. Certainly the most 
important feature in the extreme liquid 
situation is that extreme liquidity does 
not come simply from the asset side.

Good investments have good assets 
but it comes as well from the liability 
side, i.e., from the depositors. In a 
period of extreme liquidity the bankers 
have to do their best not to attract more 
deposits than naturally would flow to 
them and not to try to expand on the 
deposits’ side when there is little or no 
possibility for expansion on the assets’ 
side.

Problems like the one before you lower 
the interest rates on savings deposits ex­
cept in those cases where there is no 
premise of liquidation involved in the 
deposits. Similarly, methods raising the 
service fees are all very good because 
they have the proper result of keeping 
cash away from the bank—that amount 
of cash which cannot be used—and prop­
erly that cash will flow’ into other chan­
nels. It might temporarily be kept in 
safety deposit boxes; it will flow into 
other channels, so as to make new in­
vestments on the part of bankers pos­
sible so as to contribute in the direction 
of profit.

Those are a few remarks from an his­
torian’s point of view. I beg to apologize 
for having dared to try to teach bankers 
about a subject that they know far too 
much about at present. The only excuse 
for this attempt is that I was not only 
invited to do so but also sometimes re­
flections from a person with practical 
experience plus the experience of an his­
torian’s point of view might have some 
good results in the sense of stimulating 
thought. (Applause)

* * *
CHAIRMAN FOUQUETTE: I feel

that we have greatly enjoyed the pre­
sentation of Dr. Palyi and we will take 
every advantage of his presence by ask­
ing him some questions. If you have any 
questions to ask, kindly do so at this 
time. Dr. Palyi, it appears that your talk 
was so complete that they do not find 
it necessary to ask any questions as you 
must have answered all that came into
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their minds. I thank you very much, in­
deed, for your kindness in coming here 
and giving us this talk. On behalf of the 
association, I thank you. And now, 
gentlemen, Secretary Duncan has some 
remarks to make at this time.

SECRETARY DUNCAN: About two 
hours ago I received a telephone call 
from President Hecht of the American 
Bankers Association in Washington. He 
sent the greetings of the American Bank­
ers Association to this convention. I do 
not think you are so much interested in 
that but he did go into detail, to a great 
extent, in explaining what is happening 
and what happened in the late hours of 
yesterday relative to the 1935 Banking 
Act. Although he could not speak offi­
cially, he consented to allow me to elab­
orate from the things that he said, be­
cause I know that they are of vital 
concern to you and you have been dis­
turbed as to what is going to happen 
before July 1.

He said that the situation politically is 
still important, that agreements have 
been made with the administration rel­
ative to certain objectionable features in 
Title II. No bargain could be made at 
this time as to whether or not Title I 
would be passed and become a law prior 
to July 1, at which time the permanent 
fund under the 1933 act goes into effect, 
but if a proper solution of Title II 
could not be arrived at prior to July 1, 
1935, do not be disturbed upon the re­
ceipt of the necessary blanks that the 
Federal Deposit Insurance Corp. has 
mailed, in which you are supposed to 
make application to enter into the 
permanent fund under the 1933 law, be­
cause it is quite generally agreed to be­
tween people who have something to say 
about this legislation that prior to July 
1 if Title I has not been passed, a reso­
lution will be introduced in both the 
House and the Senate extending the fund 
under Title I for a satisfactory period 
of time. This was accomplished as far 
as officers’ loans are concerned, relieving 
a very unsatisfactory situation at the 
time the resolution was introduced.

They expect that the final report of 
the sub-committee will go out the lat­
ter part of this week or the first of next 
week. He said to impress upon the minds 
of you men to not be disturbed about 
Title I, because some solution of the un­
satisfactory situation will be arrived at.

I am sure that this news coming to 
you at this time will relieve you con­
siderably. No program would be satis­
factory from the standpoint of the sec­
retary of an organization unless some­
body threw a monkey wrench into the 
machinery and an eleventh hour read­
justment would be necessary. That has 
happened to us. Weather conditions made 
it impossible for certain speakers from 
Washington to fly from Chicago this 
morning, consequently it was necessary

for us to change our afternoon speakers 
of today to the morning session. We 
have assurance, however, that one 
speaker will be here at 2 o’clock and the 
other one is on his way by train, and if 
he cannot arrive in time to participate 
in the program this afternoon, it will 
probably be necessary to shove some of 
the program for tomorrow up to this 
afternoon.

I know that you have been interested 
in expecting to hear Chairman Crowley 
and Senator Clark. I received two tele­
phone calls from Washington yesterday 
that were not entirely satisfactory to 
me, owing to the fact that it was neces­
sary to cancel the engagements of both 
of these men, but they are sending in 
Mr. Crowley’s place Marshall Diggs, 
who is the representative of Comptroller

of the Currency O’Connor in the FDIC. 
He will be here at 2 o’clock.

On account of a very serious situation 
existing in the Senate, some of the lead­
ers insisted upon Senator Clark remain­
ing in Washington, because he has the 
reputation of knowing more about par­
liamentary procedure than any man in 
the Senate. In his place Congressman 
Tolan of California will appear. You will 
be interested to know that Congressman 
Tolan was formerly a Minnesota boy, 
and was associated with Governor John­
son many years ago. He comes to us 
highly recommended as a speaker, and 
I hope you will remain to hear him to­
morrow morning, even though it may be 
necessary to switch him to another part 
of the program. We will adjourn now 
until 2 o’clock this afternoon.

M en W h o  Read This 
Publication A re  Classified 

as Select Risks

W e extend a sincere invitation to the men who read 
this publication to join our association.

For approximately 30 years we have indemnified our 
members under a schedule providing either $100 or 
$200 monthly maximum during periods of disability 
in case of sickness or accidental injury. Since our 
organization in 1905 our association has paid approxi­
mately 3V2 million dollars in benefits to its members. 
Principal sum $5,000 for accidental death.

The annual cost has approximated $12 for either 
health or accident insurance for single benefit policies.

Costs only $4.00 for Policies paid up in full 
to Dec. 15, 1935.

For further details write

M INNESOTA COM M ERCIAL MEN’S 
A SSO CIA TIO N

P A U L  CLEM ENT, Secretary

507 Northwestern Bank Building • Minneapolis, Minnesota
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WEDNESDAY AFTERNOON SESSIOH, JONE ig
The afternoon session opened at 1:30 

o’clock with President Fouquette pre­
siding.

CHAIRMAN F O U Q U E T T E :  This 
afternoon we are to have the pleasure of

hearing J. Warren Stehman, Professor 
of Finance, University of Minnesota, 
speak on “An Analysis of the Banking- 
Bill Pending in Congress.” It is my very 
great pleasure to present Professor Steh­
man to you at this time. Mr. Stehman!

PROF. J. WARREN STEHMAN: Thank

you, Mr. Chairman. Gentlemen: I am 
talking under the handicap of not know­
ing exactly what changes may have been 
made in the House or Senate bills during 
the last few days, although I have rea­
son to believe that there has been little 
material revision.

An Analysis of Banking Bill
Pending in Congress By J. Warren Stehman

The bill which is to be known as the 
Banking Act of 1935 is divided into three 
parts, under three separate titles.

Title I merely provides some amend­
ments dealing with the permanent Fed­
eral Deposit Insurance Corp. The funds 
from the temporary plan pass over to 
the permanent corporation immediately 
if this act passes.

Title III consists of technical amend­
ments designed to clarify various laws. 
They concern matters about which there 
is little dispute.

Title II provides for changes in the 
Federal Reserve system and its relation 
to the government. This is the section 
which has given rise to the greatest 
amount of discussion and I will confine 
my remarks to this portion of the act.

To understand the bill it is desirable 
to give a few minutes to a consideration 
of the objectives sought by its sponsors. 
The outstanding aim, it seems to me, is 
to provide better federal control of 
money and credit policy. President Roose­
velt and Governor Eccles are both re­
ported to have declared that laissez faire 
in banking is incompatible with attaining 
business stability. Governor Eccles says 
that the idea that the government is on 
one side and banks on the other, more or 
less equal, is fallacious and out of date. 
The government must map the course 
and take the lead. The intention then is 
to give the government as complete a 
control over credit and currency as if it 
owned the Federal Reserve system.

At present the Federal Reserve Board, 
according to Mr. Eccles, is responsible 
for monetary politics but lacks clear 
authority for determining them. This act 
is to provide such power and it is essen­
tial that it be done now to prevent re­
covery developing undesirable inflation 
which would mean another depression at 
an early date. To control policies it is de­
sirable to have a unified system insofar 
as it is possible. This bill, Mr. Eccles 
says, would not force unification but 
facilitate it.

A second aim is to make the banking 
system more responsive to present and 
future business needs. Particularly to 
prevent a recurrence of the banking col­
lapse of 1933.

Third, some members of Congress, 
such as Mr. Goldsborough, and some sup­
porters not members of Congress aim at 
price stability through Federal Reserve

action. Stating their case roughly, it is 
that we can have the same price level 
year after year merely by taking some 
action regarding the amount of money 
and credit in circulation. I think the 
President and Mr. Eccles are not so am­
bitious as that.

Fourth, Governor Eccles has stated as 
a further objective—the acceleration of 
the rate of business recovery. I can see 
nothing to that so far as Title II is con­
cerned although it may apply to Titles I 
and III. This fact is the basis of a de­
termined effort by several groups to 
force postponement of action on Title II. 
It involves changes of policy which 
should not be taken hurriedly. More 
study of the probable effects of its en­
actment is desirable and there is much 
support for the creation of a monetary 
commission for this purpose.

Turning now to the various provisions 
of Title II through which these ends are 
to be achieved. Considering first the 
changes in the management of the Fed­
eral Reserve banks. The offices of chair­
man of the board and governor of each 
bank are to be combined. Appointments 
are to be made annually by the directors 
of each bank but with the approval of 
the Federal Reserve Board. The vice gov­
ernor is to be appointed in the same way.

Under the existing situation the Fed­
eral Reserve agent who is now chairman, 
is appointed by the Federal Reserve 
Board. The governor is elected by the 
bank’s directors. The latter office was not 
provided for in the original legislation. 
The proposed arrangement with its re­
quired approval of the Federal Reserve 
Board would keep that official under the 
control of the board, of course, but not 
much difference from the present. The of­
fice of agent is to be discontinued. The 
Federal Reserve Bank directors except 
for the governor and vice governor may 
not hold office for more than six con­
secutive years.

The Federal Reserve Board changes are 
more important. The geographical qual­
ifications would no longer be required for 
membership upon the theory that each 
member shall have a national viewpoint. 
They are to be individuals with the 
necessary education or experience or both 
to enable them to help formulate national 
economic and monetary policies.

The board would still have eight mem­
bers which are probably more than

necessary. It would still include the sec­
retary of the Treasury and the comp­
troller of the currency. The governor is 
to be appointed by the President for an 
indefinite period — terminable by the 
President. The Senate bill removes him 
from the board when he ceases to be 
governor. The House bill leaves him on 
the board but provides the bait of per­
mission to return immediately to private 
banking if he resigns. If he is an out­
standing man, I assume he will resign.

This arrangement provides that three 
members are definitely tied up with the 
government and therefore give the gov­
ernment a great amount of influence in 
determining policies. It is this arrange­
ment which has furnished foundation for 
the criticism that this is not merely fed­
eral control but political control in which 
the party in power may unduly press its 
monetary theories upon the banking sys­
tem. It is presumed to mean less inde­
pendent scientific approach to money 
and credit policies. I might put it this 
way—whether or not you approve of this 
close control depends upon the amount of 
confidence you have in the party in power 
at any particular time.

For example—I should feel safer if I 
were sure that control would never be in 
the hands of that group who think that 
business can be revived by issuing more 
money.

The Senate bill provides for increased 
salaries—$15,000—with compulsory re­
tirement at 70 with a $12,000 annual re­
tirement allowance. The object is to 
make the Federal Reserve Board more 
like the supreme court. Thus it is hoped 
that we may secure capable men who 
will consider questions disassociated from 
self-interest and also reduce the influence 
of aggressive minorities. I think this is 
desirable and I am sorry that it appears 
to be out of the House bill at present.

We turn next to a consideration of the 
instruments of credit control. At present 
there is an open-market committee of 
twelve representing the various banks 
and whose findings and recommenda­
tions are not binding upon the banks. 
The new provision is for an open market 
committee of five. Under the Senate bill 
the five would consist of the governor 
of the Federal Reserve Board, two board 
members chosen annually by the board 
and two bank governors chosen annually 
by the governors of the 12 banks. In the
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House bill all five are to be governors 
chosen by the 12 governors. Since the 
governors are originally chosen for their 
positions with the approval of the Fed­
eral Reserve Board this committee under 
either bill would be completely dominated 
by the Federal Reserve Board.

The committee is to make recommen­
dations as to discount rates and open- 
market operations for the whole system. 
Their recommendations are to the Fed­
eral Reserve Board and if adopted shall 
be binding upon all Federal Reserve 
banks. While it has generally been felt 
that the board now possesses this power 
there could be no question of it with this 
section enacted into law. There can be no 
doubt as to the hopes of the sponsors of 
this section. And, indeed, it seems clear 
to us that raising of discount rates and 
absorbing surplus funds by selling wide­
ly on the open market can curtail credit 
and be a factor in checking business ac­
tivity. It is not clear, however, as some 
of the sponsors believe, that the reverse 
action — reducing discount rates and 
building up bank reserves—can stimulate 
business activity.

To facilitate rediscounting we get a 
new definition of eligible paper. Any 
sound assets and any maturities are to 
be eligible for rediscounting, subject to 
regulations laid down by the Federal Re­
serve Board. Any United States govern­
ment securities or any guaranteed by the 
United States are eligible without limit 
as to maturities.

The defenders of this increased free­
dom for managerial judgment state that 
less attention is to be given to form and 
more to soundness. It is not clear to me 
how this is achieved. The particular pa­
per is still to be chosen by the Federal 
Reserve banks which did the choosing 
before.

One reason for the change is to en­
courage smaller banks, which have little 
eligible paper under the old definition, to 
join the system.

Probably another reason is the fact 
that during depressions there has not 
been a great amount of eligible paper 
under the present ruling. It might be 
added that there has also been little need 
for rediscounting. However, from the 
viewpoint of men who consider it desir­
able to be in a position to influence at all 
times the amount of bank reserves it 
would seem necessary to increase the 
supply of eligible paper.

Reserve requirements for member 
banks may be changed by the Federal 
Reserve Board. This applies to any class 
of city and for either demand or time de­
posits. This is another provision which 
can not mean much in depression. The 
present reserves for banks as a whole 
are about twice the present legal re­
quirements. Consequently reducing the 
legal requirements at such a time would 
hardly cause greater lending. However, 
an order, in certain periods of business 
expansion, greatly increasing the re­
quired reserves would have a great effect 
in checking loans; provided always, of 
course, that anybody had the courage at 
such a time to issue such an order.

To issue notes with greater ease it is 
provided that no specific security is to be 
required except the 40 per cent gold re­
serve and this makes possible the aboli­
tion of the office of Federal Reserve 
Agent.

It is contended that there is no more 
need for special security for notes than 
for deposits. They are still a first lien

upon the bank’s assets and so any crit­
icism is not upon the question of secur­
ity but upon control of the quantity.

The bill appears to do away with ex­
isting redemption provisions designed to 
speed retirement when not needed and 
even allows one bank to pay out notes of 
another. Under the present law—except 
for the emergency legislation which per­
mits government bonds to be used as 
security—there exists pressure to retire 
Federal Reserve notes when commercial 
paper declines and the money is no 
longer needed for business.

The 40 per cent gold reserve require­
ment is some limit, of course, but not 
under existing conditions where we have 
about $8,700,000,000 of gold in compari­
son to a little more than $3,000,000,000 
of Federal Reserve notes.

Perhaps the greatest danger here is in 
connection with the use of the Reserve 
banks to finance government deficits. 
There are liberal provisions for the pur­
chase of government issues either direct 
or on the open market. The Federal Re­
serve Board will have members strongly 
interested in supporting any government 
policy. Central banks were the instru­
ments used by a number of countries for 
financing their governments to the point 
of wild inflation. Furthermore, it leaves 
the banks in a poorer condition to per­
form their primary function—financing 
of business.

To increase membership in the Federal 
Reserve system and thus help to achieve 
the aim of a unified system the bill pro­
vides that the Federal Reserve Board 
may admit any insured non-member 
bank to membership in the system and 
may waive capital requirements for ad­
mission if the bank complies with all the 
regular requirements of members.

The final section to which I shall re­
fer concerns real estate loans. They may 
be permitted on an amortization basis for 
20 years on first mortgages to 60 per 
cent or 75 per cent of the value of the 
property. The aggregate amount of real 
estate loans plus other real estate owned 
(except bank premises) is limited to 60 
per cent of time deposits or 100 per cent 
of capital and surplus — whichever is 
greater.

May I remind you that national banks 
were not permitted to make any real 
estate loans from the creation of the sys­
tem until 1913. Since then, except for the 
banks located in central Reserve cities, 
five-year loans up to 50 per cent of the

value of the property were permitted. 
Each bank, however, was limited to a 
total of 25 per cent of its capital and sur­
plus or one-third of its time deposits.

While I approve the amortization fea­
ture of the proposed change there is 
nothing else about our history of real 
estate mortgages in commercial banks 
which awakens any enthusiasm on my 
part for this greater freedom. Under the 
law it would even be possible for the 
Federal Reserve Board to permit the Re­
serve banks to make advances on these 
mortgages.

Governor Eccles has argued that this 
section is necessary to enable banks to 
keep the $10,000,000,000 of time deposits 
which they now have. If this is not per­
mitted he says they will be encouraged 
to buy government bonds when they 
should be helping the local community.

A brief summary of this act and its in­
tentions seems to be this: It aims to put 
much more discretionary power into the 
hands of a group responsible for our na­
tional monetary and credit policy. I have 
always contended that, in the control of 
an institution, management is more im­
portant than specific statutes—that you 
can not substitute a law for judgment. 
That attitude assumes, however, that the 
judgment must be good and must be free 
from pressure  from self-interested 
groups.

Whether one believes that the type of 
arrangement provided for here will bring 
to office, efficient, far-sighted men; cap­
able of independent thought and able to 
survive political pressure will determine 
for him whether or not he suggorts this 
bill.

* * *
CHAIRMAN FOUQUETTE: Thank

you, Mr. Stehman, for your very inter­
esting talk, I am sure we all enjoyed it 
very much. The speaker at this time is 
going to talk to us on the subject, “ The 
FDIC.”

The FDIC has the general support 
and sanction of the rank and file of the 
citizens in this country. The bankers are 
not all agreed as to the desirability of 
banking under the FDIC, but it seems 
that more and more of the bankers are 
coming to be favorable and friendly to­
wards that institution. It is certainly an 
opportunity for us this afternoon, to 
hear the gentleman who will speak to 
us on this subject, and it is a pleasure 
for me to present to you Mr. Marshall 
Diggs, Assistant to Mr. O’Connor, Comp­
troller of the Currency. Mr. Diggs!

Montgomery Brewing Co., Inc.

Brewers of Chief Beer
. . . made only from choice 
grain— no substitutes— no rice—  
to give you a fine product. Try it.

J. B. M a e r t z , Manager

(We will appreciate your advising us if Chief Beer has not yet made its appearance 
in your community.)
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The FDIC By Marshall Diggs

It has been quite a struggle getting 
here. We left Washington last night, 
with the temperature around 95 and 
when we landed in Pittsburgh we had 
gone through several storms. We were 
delayed getting into Chicago, and this 
morning they woke us up at six and said 
that we were going to get out before 
seven and would get here at eleven thir­
ty. We bucked head winds all the way in 
here, so you really would think I had a 
real desire to get here. It has been a 
desire on my part to come back into 
Minnesota and to talk to the bankers 
of this state. I lived in Minneapolis for 
about a year just before the war, and 
if the war had not come on probably I 
would have been on your relief rolls 
now.

Things are happening very rapidly in 
Washington these days, particularly in 
regard to the Banking Act, and the bill 
that I know you are so much interested 
in. It is for that reason Mr. Crowley, 
our chairman of the board, who was on 
your program, could not leave Washing­
ton to be here with you today. He wished 
me to extend to you his sincere regrets 
over not being present. He really wanted 
to be here.

I wish to tell you something of the 
work they are doing just now and if I 
may talk, as we get accustomed to say­
ing down there, absolutely off the rec­
ord, because I have no prepared subject 
and I am here to talk to you about 
things as I have seen them, I will touch 
on Deposit Insurance, as we know it 
down there for having worked with it 
for a year and a half; so I am talking 
off the record and I want you to take 
it that way.

As you know the Banking Act of 1935 
is favored by some people and there 
seems to be very little opposition to 
Titles I and III, and these two Titles are 
the ones which I am particularly inter­
ested in because of my association not 
only with the Federal Deposit Insurance 
Corporation but the Comptroller’s office. 
Title II has to do with the Federal Re­
serve and I have no connection with the 
Federal Reserve. That seems to be the 
stormy part of the bill and there have 
been bankers down there and many oth­
ers opposing it. Some members of the 
Senate are opposed to it, and we have 
been held back in the passing of Titles 
I and III by those who were determined 
to beat Title II. At least that is the 
way it seems to me.

Within the last forty-eight hours there 
has been real progress made in either 
removing some of the parts of Title II 
that might be objectionable to the bank­
ers or dividing the bill and passing at 
least Title I within a week.

Now the question comes to us in the 
Federal Deposit Insurance Corporation 
as to whether, if it is passed within the 
week, that we can get the job done of set­
ting up a permanent fund under the new 
bill because you know it provided thirty 
days notice, among other things, which 
we should have had, and we should have 
had more time. Not wishing to be caught 
—there is a permanent insurance law on 
the books, as you know—forms were

sent out to the banks that were mem­
bers of our corporation. All of them left 
our office by noon on Sunday, asking you 
to subscribe to the class A stock. That 
is the law at the present time and our 
corporation, of course, had to carry out 
the law as it is on the statute books.

I do not feel that it is anything to be 
disturbed about, that is, the forms you 
have, because there is every indication 
in Washington that Title I will eventual­
ly be passed in about the form it is now 
in, and some of you probably may be in­
terested in two or three things, particu­
larly that part which has to do with 
membership in the Federal Reserve 
Banks, because I know there are some 
four hundred and twenty-four banks in 
Minnesota that are not members of the
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Federal Reserve System, which are mem­
bers of our corporation.

The House bill, as you know, provid­
ed that it was not necessary for you 
to become members of the Federal Re­
serve System to stay in the Federal De­
posit Insurance Corporation. In the 
Senate bill—and this is absolutely off 
the record—I do not think it has been 
given to the public yet—there has been 
a move made to limit those who will 
become members to banks with a mil­
lion dollars deposits, and they are not 
to require the smaller banks to become 
members. That seems to have been in 
the minds of some of those in the Sen­
ate. Just what is going to happen, I 
think no one knows because when it 
goes into free conference, Henry Stea­
gall and his House committee may stand 
out for the provisions of the House bill, 
or it may come out on a compromise to 
extending the time to 1940 or 1942. I 
think that Henry Steagall had the idea 
in his mind that Senator Glass, who 
seems to promote the membership in 
the Federal Reserve, won’t live to 1940 
or 1942. That part of it is a controversial 
matter.

The other part which interests pri­
marily the larger banks is the assess­
ment or the premium which you will 
pay for insurance. The House raised the 
bill to one-eighth of one per cent on 
the total deposits. The Senate bill pro­
vides for one-twelfth, the amount which 
our corporation recommended to Con­
gress that the assessment be placed at. 
We feel that is the minimum amount 
that we should receive and, incidentally, 
on the one-twelfth of one per cent, 13,- 
300 banks will pay less than they paid 
on one-fourth of one per cent on the in­
sured deposits, while 800 banks will pay 
more than they pay on the one-quarter 
of one per cent of the insured deposits, 
as compared to one-twelfth of the total 
deposits. So that the majority of the 
banks in this state and throughout the 
nation will benefit by the placing of the 
total of the amount on the total deposits 
as compared to the insured deposits.

You may be interested also to know 
that 70 banks in the country will pay 
35 per cent of the insurance premiums. 
Some people have asked why should it 
be placed, that total amount, on the 
big banks. Why should the big banks 
be more or less penalized or pay more 
than what some might feel is their share. 
I look at it this way: that it would be 
very difficult to have a big bank if you 
didn’t have a lot of little banks, be­
cause the smaller banks deposit their 
money in the larger banks. In the North­
west territory they get their money into 
Minneapolis, then into Chicago, and then 
into New York. It is that question of 
redeposit on down that makes these larg­
er banks.

I wonder whether you all have con­
sidered what might have brought on 
deposit insurance in the beginning. From 
1921 to 1931—and I take those years be­
cause they are what I call a normal 
period of time in American life or eco­
nomic life—we had a total of 900 bank 
failures each year during that time. You 
cannot build a nation or a city or any­
thing else where you are having that 
condition happening every ten years, or 
every year with 900 banks failing. Some 
of those were caused by dishonesty and 
some by mismanagement; there were 
many reasons for it.

There is a story that I heard some 
time ago that will give you some idea of 
what the people thought of the banks. 
This is the story of the Irishman who 
had been drunk many times and had 
taken the pledge many times, only to 
break it time and again. Finally his wife 
said to him: “ Pat, I want you to go 
down to the good Father and take the 
pledge again.” Pat said: “ Well, all right, 
I’ll do it.” He went down to see the 
Father and the Father said: “ Well, Pat, 
I am willing to give you the pledge 
again, but if I do and you break it again, 
we are through with you.” So Pat said 
all right. The Father continued: “You 
understand that, don’t you, Pat?” And 
Pat said: “ Yes, I understand it.” “ You 
understand that if you break the pledge 
again, you are out of the Church?” Pat 
said: “Yes,” and so he gave him the 
pledge. And Pat went down-town after­
wards and he met some of his friends.
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He had a few drinks, then started for 
home. He had not gone very far until 
he saw the priest coming down the 
street. He saw that he was not going to 
be able to avoid him, so he pushed on 
along and past the Father and said to 
him: “ Stand aside, Father, and let a 
good Protestant pass.”

There were some banks that did these 
things. They brought on bank failures 
and the people got to the point where 
they thought there had to be something 
more than “ taking the pledge.” They felt 
there had to be some kind of protection 
for the depositor. The people said: Why 
should we protect these little fellows. 
You have been protecting the big fel­
lows, the man with the big deposit can 
come in and ask for collateral, if he puts 
his money there. The city and the coun­
ty ask for protection and they get in­
surance and when the bank fails they 
don’t lose their money. It was the little 
fellow, in most cases, that suffered the 
loss.

Deposit insurance is not a new thing, 
after all, except for the little man. We 
had tried out deposit insurance in a 
great many of the states twelve or four­
teen years, but it was not successful, 
with the possible exception of Texas, 
where I happen to come from—-but I did 
not happen to have anything to do with 
its success. Tom Love (Texas) was in 
my office yesterday and he said that not 
only had they paid off every depositor 
m the closed banks of the state but 
they had grown a million dollars in the 
fund when it was closed up. The reason 
why Texas was successful was because 
of the diversified interest in that state. 
We can have an absolute crop failure in 
the Panhandle, as we have had in the 
past four years, and at the same time 
the eastern part of the state can carry 
on. Crops may be very good there. In 
other words, Texas is just a small United 
States. It is so large you can just about 
consider it so. We have the same diver­
sified interest in the state that we have 
in the nation.

When you were suffering your bank 
failures in the Northwest, particularly 
in Iowa and South Dakota, that was 
when the East was enjoying their great­
est prosperity. They could have written 
off the loss and it would not have hurt 
them very much. The reason why guar- 
tee systems failed was because they set 
up a competition between your state and 
national systems. You had practically no 
control over the state banks. I mean by 
that you didn’t limit them from coming 
in. Anybody that had $10,000 or $15,000, 
whatever the law was, could set up a 
bank. They deposited there because they 
knew their mcney was guaranteed and 
protected by the state fund in Texas.

Last year we had several men out 
studying the field for deposit insurance. 
There was a barber in Nebraska who had 
had about $800 in the bank where the 
deposits were guaranteed by a fund and 
he lost his money because the fund 
failed. Our agent got talking to him 
while the barber was shaving him and 
the man got all wrought up thinking 
about it, and telling about his lost 
money, so that our agent thought he 
would not get out of the barber shop 
whole.

There are rare cases where people do 
lose their money out of state funds. An­
other reason why they do not succeed 
was that there was practically no back­

ing except by the banks that were mem­
bers.

The FDIC has $290 millions as a back­
log for the losses which might incur to 
the members. That money was given by 
the Treasury and by the Federal Reserve 
Banks. In addition to that we have 
authority to issue securities which must 
be purchased by the Secretary of the 
Treasury, that is, providing he agrees 
to it, and he will because he is interested 
in the success of the banks—for three 
times the capital structure. So today we 
could have had funds of a billion dol­
lars to meet the necessities of paying 
off the depositors.

In the 17 months that the corpora­
tion has been operated there have been 
17 bank failures; total deposits amount­
ing to around four and a half million. If 
we are able to liquidate these on the 
same basis that the national banks have 
been liquidated on, there will be a re­
covery of about two and one half million 
and our loss in that would be approxi­
mately two million.

We have a number of things that have 
come up which more or less show us how 
deposit insurance is working in keeping 
down runs or bank failures. Over in In­
diana the other day a national bank ex­
aminer went into a small town to ex­
amine a bank. It happened to be one of 
those places where they close up the 
bank at 12:00 for lunch, and everybody 
goes home. They came back from lunch 
and found that the cashier had gone. He 
had the only keys to the bank and he 
had left town. Everybody in the little 
town knew they had to break into the 
bank and they knew there was some 
trouble. They called the comptroller’s 
office and said: “ What shall we do?” The 
bank was closed. Then they began to 
think: We have deposit insurance; let 
us try it out. Let us see if it really is 
working, if the people have confidence 
in it. So the next morning the bank was 
opened to pay the depositors as they 
might come in, but there was no run on 
the bank. People came in and put their 
money in and said: “ How much did he 
get away with?” They knew they were 
protected. At the close of business the 
next day there was more money in than 
there was that morning. But imagine 
the difference before. They would have 
had a run on the bank and it would not 
have stopped there. Over in a neighbor­
ing town they would have said: “ Over 
in such and such a place they are hav­
ing a run on the bank; perhaps ours is 
not safe. Perhaps we had better take 
our money out.” And they would have 
started another run. And the banker 
would have had to say to the merchant: 
“ That demand note that you have for 
$2,000, I will have to call that.” And the 
merchant would have to say: “ I cannot 
pay that because the farmers cannot pay 
me.” Then the banker would have to 
say: “ I cannot help that. I have to have 
my money to pay off the depositors.” 
And the old vicious cycle has started.

That has stopped in this country. Peo­
ple are not going to run to the bank and 
demand their money. If you can stop 
it by paying two million or ten million 
in losses, isn’t it worth it? From the 
standpoint of the banker who doesn’t 
have to worry if something happens in a 
neighboring town that the depositors 
will be at his door in the morning, I tell 
you it is worth it.

OLD LINE LITE STATEMENT

Berkshire Life Insurance Co.
Pittsfield, Mass.

Organized 1851

EKED H. RHODES, Pres.
ROBERT H. DAVENPORT, Sec.

Attorney to Accept Service in Minnesota : 
COMMISSIONER OF INSURANCE

Income in 1934
Total Premium Income................................. $ 7,439,931.00
From all other sources............................... 3,351,950.39

Total Income ................................................$10,791,881.39

Ledger Assets, Dec. 31, 1933......................$47,504,819.85

Sum ................................................................$58,296,701.24

Disbursements in 1934
Total paid policyholders, including

dividends ...................................................... $ 6,475,803.31
All other disbursements............................... 3,273,705.28

Total disbursements ...................................  9,749,508.59

Balance .........................................................$48,547,192.65

Ledger Assets Dec. 31, 1934
Real Estate ...................................................... $ 8,334,389.33
Mortgage Loans ............................................  15,345,598.54
Premium Note and Policy Loans............  12,294,754.02
Bonds and Stocks..........................................  11,287,394.44
Cash in Office, Trust Companies and

Banks ............................................................. 1,225,507.12
Bill receivable and agents’ b a la n ce ... 51,276.5i
All other Ledger Assets..............................  8,272.63

Total Ledger Assets (as per balance) $48,547,192.63

Total Non-Ledger Assets............................ $ 2,575,586.4 i

Gross A s s e t s .......... ..................................$51,122,779.0°

Deduct Assets Not Admitted...................... $ 856,342.0t>

Total Admitted Assets............................. $50,266,437.00

Liabilities Dec. 31, 1934
Net reserves including accidental death

and permanent disability features. .$44,871,483.00 
Total liability for outstanding policy

claims and losses...................................... 210,823.00
Dividends left with the company to

accumulate .................................................  483,248.67
Dividends due or apportioned policy­

holders ..........................................................  409,739.99
Special reserves, or surplus funds____ 150,000.00
All other Liabilities...................................  3,027,942.57

Total Liabilities ..................................... $49,153,237.23

Unassigned funds (surplus)..................... $ 1,113,199.77

Number of Policies and Amount of Insurance in Force
LIFE

Number Amount
Ordinary ...................................... 68,657 $210,256,896.00

Total .......................................... 68,657 $210,256,896.00
Other than LIFE

Number Amount
Accident ........................................ None
Health ............................................  None

Total ..........................................  None

Business in Minnesota in 1934

ORDINARY
Number Amount

In force Dec. 31, 1933..............
Issued, revived, increased,

2,038 $ 3,729,224.00

during year ............................
Total terminated during the

194 616,626.00

year ............................................ 200 493,159.00
In force Dec. 31, 1934............
Losses and claims settled dur-

2,032 3,852,691.00

ing year .....................................
Losses and claims unpaid Dec.

13 38,867.00

31, 1934 .....................................  1
Gross premiums re ce iv e d ....

State of Minnesota 
DEPARTMENT OF INSURANCE

1,007.00
124,856.94

I HEREBY CERTIFY That the Annual Statement 
of the Berkshire Life Insurance Company for the year 
ended December 31, 1934, of which the above is an 
abstract, has been received and filed in this depart­
ment and duly approved by me.

FRANK YETKA,
Commissioner of Insurance 

J. H.

Charles E. Petillon
General Agent

1200 Northwestern Bank Building 
Main 4561 Minneapolis
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W e Can Help You

Make That Dream Come True

Chicken Ranch 
Market Garden 
Choice Acreage

in Hennepin County, adjoining City of Minneapolis

Consult any or all of the 
undersigned banks, mem­

bers of the Rural Hennepin 
County Bankers A ssocia­
tion, right on the ground. 

We invite inquiries. We 
welcome an opportunity to 

serve.

State Bank of Rogers State Bank of Long Lake

Security National Bank, Hopkins 

Wayzata State Bank First National Bank, Hopkins 

Security State Bank, Robbinsdale 

State Bank of Anoka First National Bank, Anoka

Minnetonka State Bank, Excelsior 

State Bank of Mound Farmers State Bank, Hamel 

Farmers State Bank of Osseo 

State Bank of Loretto State Bank of Maple Plain

A banker in Washington said: If they 
ever do away with deposit insurance, I 
will close my bank. I will never go 
through with what I did in 1930, 1931 
and 1932. Life isn’t worth it. There is 
something that eases off that pressure.

Along with that I know many bank­
ers, thousands of them, who say: I am 
a good banker. I am not going to help 
pay for the losses of those fellows who 
are not good bankers. I think you are 
right; you should not be penalized. We 
are asking under Title I for authority to 
correct and stop such bad practices as 
we may find in the banks. We are not 
asking it only for our protection but for 
theirs.

After all the FDIC is a large mutual 
corporation. It is for your protection 
that we are asking this. I believe we are 
entitled to it and I believe you want us 
to have it.

In these 17 banks that have closed in 
the last 17 months, 13 of them have 
been caused by dishonest employees or 
methods of banking which were so 
crooked that there will be criminal prose­
cution. You cannot break entirely from 
that kind of procedure. You cannot 
protect the people except through some 
type of deposit insurance. These banks 
were closed because of it. If the bonds 
had been sufficient to pay all the losses 
they would not have been closed by the 
state department. Of course with the 
stockholders liability there won’t be 
much loss in some of the banks. In some 
of them there will be no loss at all. One 
that was handling deposits was a nation­
al bank in Montana. It just dried up 
some $30,000 of deposits. The town just 
dwindled away; there wasn’t need for 
the bank. That is another one of the 
powers we are asking for in this bill; 
that is, the authority to determine 
whether a bank is needed in the com­
munity. There is no reason for going 
back to the condition that existed in 1921 
when we had 31,000. They got to be as 
numerous as gasoline stations, and they, 
could not live anymore than the gasoline 
stations, and they, too, will have be cut 
out. You know some of the conditions in 
the Northwest states where they grew 
up overnight. Everybody thought the way 
to make money was to go into the bank-' 
ing business. It did not prove that way, 
a great many found out.

I have found in talking to the bankers 
in both North and South Dakota that 
they were quite a bit influenced in the 
slow loans. Some people have felt that 
we should do away with the classical 
“ slow.” As some of you know, there was 
a meeting in Washington last fall to dis­
cuss that. It was held with the chief ex­
aminers of the national systems, Federal 
Reserve and Federal Deposit, and for 
three days this question was discussed 
of doing away with the so-called slow 
loan classification. They decided that 
was not the best thing to do. But bank­
ers, and we hope directors and officials, 
too, will understand that because a loan 
is classified as “ slow,” it does not mean 
that it is going to be put in the doubtful 
column at the next examination. There 
is a place for slow loans in your bank, 
but not too many of them. In other 
words, you have to have a proportion of 
liquid loans and of slow loans. You can­
not set up a requirement and say you 
cannot have more than 20 or 30 or 40

Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



S A T U R D A Y ,  J U N E  29 ,  1

per cent. The whole thing has to balance 
out. No one can say how you are going 
to handle it. But we can show you how 
many loans there are in the slow col­
umn. I have a rule that was given out 
at that time. I do not know whether you 
men have ever read it or not, but this is 
the definition of a slow loan that was 
agreed upon by the chief examiners at 
that time.

“The examiners when classifying loans 
as slow should state briefly the reasons 
for such classifications, but should bear 
in mind that the responsibility for de­
termining and taking such action as may 
be necessary to place such slow loans in 
proper bankable shape rests entirely 
with the bankers. The examiners should, 
therefore, refrain from instructing the 
bankers as to what course they should 
pursue with their customers whose paper 
is classified as slow.”

In other words, we want you to know 
that it is a slow loan so that you will 
realize you cannot collect it tomorrow 
and we feel it should be in the “ slow” 
column. I know that many of the loans 
that are to be paid today are of the 
“ slow” loans. It certainly seems to me 
that you are going to have to take some 
of these, probably a great many of them. 
That is your problem.

There is an incident that happened a 
few years ago, which illustrates to me 
the kind of a banker that is going to 
solve your problem or various problems. 
Most of you probably play golf. Bobby 
Jones, in one of his great golf matches 
in England a few years ago had a tough 
match on his hands. It was square at the 
seventeenth hole; his approach went over 
the green and stopped in about a foot 
of a picket fence. Bobby could not afford 
to lose a stroke to throw it from that 
fence because it meant the loss of the 
hole. So he walked out to it, looked at 
his ball, took his midiron out and drove 
the ball into the fence. It bounded over 
his shoulder onto the green. He made 
the fence work for him. He is a real 
champion. That is the kind of a man 
that is going to be the real banker in his 
community. Your leader is going to be 
the one that takes the conditions as he 
finds them in his community and makes 
them work for him and not against him.

There is another story about those 
loans that may illustrate my point in 
that. That is the story of the drunk com­
ing home late at night. Before he gets 
to the house he takes out his key and 
starts to walk on toward the door. Be­
fore he gets to the door he drops the 
key, but he keeps on walking up to the 
door and then he begins to look around. 
Just about that time a policeman comes 
up and asks him what he is looking for. 
And he says: “ I am just looking for my 
key.” “ Well, did you drop it here?” “ No, 
I dropped it back there, but the light is 
a lot better here.” (Laughter.)

You are going to have to go where 
these loans are. You are not going to be 
able to sit at your desk and make them. 
Up until a few years ago your fight was 
for deposits, not for loans, but it has 
shifted. You have more money than you 
know what to do with, and the question 
is getting it to work. That is your prob­
lem, but I believe you have got to go 
out where they are. You have to sell the 
money you have. I know one bank in the 
South that has six men out going into 
various institutions, trying to show them

35

how they can take money and use it to 
an advantage. You may have to do that. 
You may already be doing it, but I do 
think you are going to have to sell the 
public on the use of your money. This 
whole system of business that we oper­
ate under is using other people’s money, 
which is the reason we have banks. Your 
job is to get those people once more to 
know that they can take money and use 
it to an advantage.

There has been, I know, considerable 
criticism throughout the country on our 
bank examiners, both in the Federal De­
posit and in the national system. A great 
many people and some banks have said 
that the bank examiners were too hard; 
they could not make a loan because they 
would be criticised or put in the doubtful 
loss column.

Along last fall the comptroller gave to 
the public for the first time the instruc­
tions which he had sent out to his bank 
examiners. I do not know whether you 
gentlemen have heard them or not. They 
were not given to the public. Let me read 
the first one to you. This was sent out 
on October 26, 1933:

“After the ‘Bank Holiday,’ National 
Bank Examiners were largely engaged in 
the examination of banks which did not 
receive a license for the purpose of re­
organization. It appears that some ex­
aminers in making examinations of 
licensed national banks have become 
what might be termed ‘Reorganization 
Minded’ and have lost sight of the Presi­
dent’s recovery program and its relation 
to licensed banks. It is the administra­
tion’s desire that credit channels be 
opened through licensed banks and this 
policy cannot be accomplished if examin­
ers follow a deflation policy in examina­
tions. We are all concerned in having 
solvent banks, but there is a wide dis­
tinction between the potential and in­
trinsic value of assets of a going insti­
tution, and liquidating values. Examiners 
in appraising and classifying assets of 
licensed banks will not apply liquidating 
values but will appraise on the basis of 
fair values on a recovery basis. As an 
example—in dealing with bank buildings, 
the examiner must realize that a bank 
building of a going bank has an intrinsic 
value, as distinguished from present de­
pressed values, which, combined with the 
element of recovery, may fully substan­
tiate the carrying value given to it by 
the bank. The same is true of mortgages, 
and in this connection the examiners 
should familiarize themselves with the 
instructions given with respect to real 
estate mortgages by the Federal Deposit 
Insurance Corp. to its examiners.

“You will advise examiners who are 
examining licensed banks of this policy 
and see that it is carried out. Any ex­
amination now in process, or any future 
examination, will be governed by these 
instructions and where an examination 
has been completed, the examiner mak­
ing the report will review the report on 
the above basis and rewrite such report 
if found necessary. If the examiner is not 
now available, it may be necessary to 
make a new examination on the proper 
basis.”

Another letter on March 13, 1934, told 
them they had to get away from the 
feeling throughout the country that 
there were bank examiners that were 
not fair. Just to check that the comp-
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troller said nothing about it until he was 
able to get his reports in from 5,275 
banks and then check those to see how 
many of the loans were put into various 
classifications, and they found in that 
number of banks, out of $7,748,000 of 
loans were 2.88 per cent of the loans 
down in the loss column, 4.19 per cent in 
the doubtful column, and 27.05 per cent 
in the slow column. I remember that was 
at the bottom in 1933 and the first part 
of 1934. Surely those examiners were 
pretty fair, if out of 7,700,000,000 of 
loans they had less than 3 per cent in 
the loss column, in spite of the worst 
condition that we had ever had in this 
country in values being driven down.

So it seems to me that is a pretty good 
answer to these examiners. I know there 
are some, may we say, are hard boiled 
and, frankly, I do not believe there is a 
place on the banking force of either the 
national system or the Federal Deposit 
system for what is known as a hard- 
boiled bank examiner. I mean it, but I 
do not mean that he is not going to make 
you live up to what is right. But a good 
examiner may not be hard-boiled. It is 
necessary that he be a good salesman. In 
other words, he has got to show you that 
the criticism he has made is sound and 
correct. You are not going to say he is 
hard-boiled. We had an example of that 
not long ago in Louisiana. We had a 
bank that had been examined and the 
bank felt the examiner had been unfair. 
In one of those unusual instances they 
asked for a re-examination, and another 
examiner was sent. This man found 
identically the same conditions as the 
other man, but he went to the board and 
said: “ Here are some things I would like 
you to tell me about; not today, but when 
I come back in a week I want you to be 
able to answer these questions on these 
loans.” He came back; they were the 
same questions as the other man’s. But 
they told him: “We want to thank you 
for what you have done. You have 
caused us to dig at the affairs of this 
bank and find out that they were not go­
ing around the right way.” They compli­
mented him for what he had done for 
them. It was exactly the same as the 
other man had found out, but it was 
handled a little differently. One of the 
officials was retired and the bank prob­
ably will pull through. They found there 
was real estate carried on their books 
that had already been sold for taxes. In 
many other instances they had been tak­
ing this man’s word for it, and he had 
let it slip.

That is what I mean between the hard- 
boiled examiner and one that is fair. 
The type of man that we are going to 
have and must have in the banking world 
today, if they are going to be of assis­
tance to you and to us, is just that kind. 
My immediate chief is the comptroller 
of the currency. Most of you know him; 
he spoke before your organization last 
year and the year before. I have known 
him for some 25 years. It seems to me 
that some people do not fully appreciate 
the great job he has done down in Wash­
ington. There was a lot of criticism about 
“Jefty” O’Connor, as most of us call 
him. He was a lawyer, not a banker, 
when he came to Washington somebody 
said: “ Why are they going to have a 
lawyer down there?” Somebody else 
said: “ Well, the banks are all protected 
anyway.” You always go to a lawyer 
when you get into that condition. May­
be that is the right kind of a man to
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have. His training and background gave 
him the right to handle this during the 
extremely hard period. Some of you men 
went down in that period. Take those 
1,700 banks in conservatorship with al­
most $2,000,000,000 tied up. Almost all 
that money has been released in two 
years but about 5 per cent—yes, in a 
year and a half. They had to put all this 
money into these banks to rehabilitate 
them. He was the only man to serve on 
the board at the beginning. I think when 
this history is written that Jefty will 
have a nice spot in it. He has done a 
nice job. I think the bankers will appre­
ciate the job then more than they do 
today.

The FDIC also drew another man from 
this part of the country, Judge Burch, 
our general counsel. He came from North
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YELLOWSTONE
TO A

C ^ h n t a x !

67 1ISIT the greatest 
^  of the National 

Parks— magic Yellow­
stone —  this summer.
And be sure to go the 
Gardiner-Cody way—  
the dramatic vacation 
adventure!
Yellowstone is worth 
crossing the continent 
to see, or it may be included inex­
pensively and conveniently in a 
transcontinental trip on the

N o r t h  C o a s t

L I M I T E D
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FOR SUMMER TRAVEL

Send for free Yellowstone 
album. Mail the coupon 
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““*■ 786 Northern Pacific Ry.

St. Paul, M inn.
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Also Western trip to_______________________
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Dakota. His calm judgment has been of 
great help to the FDIC.

Mr. Crowley, the chairman of our 
board, is another man who came from 
this part of the country. He came from 
Minneapolis. Those men are working day 
and night, particularly nights, to try and 
iron out these problems. Mr. Crowley is 
widely interested in Wisconsin. I know 
he has suffered financially from his work 
there because no man who is really in 
the business world can afford from a 
financial standpoint to live on the small 
salary he gets there and not suffer from 
the financial sacrifice.

Mr. Bennett, who came on and worked 
day and night for months, deserves a 
great deal of credit for his job. These 
men do not work just eight hours a day, 
or 10 or 12, but it is more often 18 and 
20, to do this job for the bankers of the 
country. It seems to me that the people 
of the nation do not appreciate the bank­
ers. You have a place in the community 
which is really greater than any other 
profession and it seems to me that bank­
ing might be raised to a profession. I 
think that is one of the jobs of you bank­
ers, to come out into that class, and not 
let just any man that has $10,000, $15,000 
or $20,000 go out and buy a bank. You 
license doctors, druggists, dentists, but 
you don’t the banker. He is entrusted 
not only with the care of the finances, 
he is entrusted with the happiness of the 
community.

If we could just properly develop with­
in your own organization in each state 
a committee that would handle these so- 
called “bad bankers,” you would prob­
ably get away from a lot of govern­
mental control that worries many of you 
by handling those people in your own 
state and your own association. And this 
reminds me of another story I heard 
some time ago about a doctor who had 
been practicing in this small community 
for a number of years; all of his life, as 
a matter of fact. He was getting along 
in years and the medical school told this 
young doctor in college that they thought 
there was an opening in this town. He 
went down to see the old doctor and he 
said, “ I am going to come here to prac­
tice. Would you advise me to do it?” 
Dr. Jones said: “ Yes, I think I would 
come here if you want to be of service 
to the community. They are nice people; 
it is a good place to work. You won’t 
make much money. They will probably 
pay you in potatoes and butter, chickens 
and eggs many times, but here’s a great 
place to be of service to your community 
and the world.” The young doctor came 
and he took an office across the hall in 
the two-story building, the only two-story 
building in town. And downstairs he put 
his sign alongside of Dr. Jones’. It wasn’t 
long until he came in late at night and 
he wanted to see Dr. Jones about a par­
ticularly hard case he had had. He went 
across the hall and there sat the old 
man at his desk, his face buried in his 
hands. He called to him, but he did not 
answer. He touched him and he saw Dr. 
Jones was dead. He arranged for the 
funeral because he had grown very 
much attached to the old doctor. Dr. 
Jones’ wife was dead; they had no chil­
dren. The people liked him, but none of 
them had any money and so they could 
not raise any money for a tombstone or 
a marker. He used to go to the cemetery 
every Sunday and stand there and think

of the great work that Dr. Jones had 
done. And then he would walk back to 
the office. He would see the old sign 
there, “ Dr. Jones, Upstairs.” So he took 
it down and took it to the cemetery and 
he put it down there so that the world 
might see that Dr. Jones was “upstairs.”

If the banker serves his community he 
is entitled to that kind of recommenda­
tion by the community. Some people 
don’t know what you give up. I remem­
ber down in Washington during the 
hectic days of 1933, when this banker 
came down to reorganize his banks, he 
was willing to give everything he had 
to get it done. They had a plan that the 
comptroller approved, but they had some 
other details to go over. They went over 
to work it out in the late afternoon; it 
was a hot day like yesterday, and the 
banker had a stroke. He was sent home 
that night in a coffin. He had given his 
life for his community, but I wonder if 
the people appreciated it. I doubt it.

There is one thing, it seems to me, we 
have got to do in the next few months 
and that is to get confidence re-estab­
lished in the people. I think the people 
have shown they have confidence in you 
bankers, because they have deposited in 
the banks more than $4,000,000,000 more 
than you had on January 1, 1934. They 
have shown their confidence in you and 
if the bankers and the business people 
of the country can show their confidence, 
back in the people and work together, 
we are probably going ahead if we just 
preach it and think it. The Good Book 
says: “ As a man thinketh in his heart, 
so is he.” If we think it is all right.

I have another story I want to tell and 
that is about the Negro preacher who 
never preached from a text but from a 
word. Usually he preached from a word 
like “ Heaven,” “ Hell,” “ Love,” or some­
thing of that sort. On this particular 
night he asked: “ What will the word be 
tonight?” and someone in the audience 
said: “ Pill.” The old man had never 
preached a sermon from the word “ Pill” 
and he roamed around: “Well,” he said, 
“we has little pills and we has big pills; 
we has white pills and we has black pills; 
we has round pills and we has egg shaped 
pills, but,” he says, “ there is only one 
pill that will cure all your ills and that 
is the ‘Gos-pill’ (Gospel).” (Laughter.)

If I could leave just one word with 
you, I would leave this: The Gos-pill of 
Confidence in our country. It is going to 
come back; it is too young and too strong 
to have reached the top and start down. 
The whole thing is in your hands; no­
body can do it any better than you can 
right where you are. It cannot be legis­
lated in Washington. It is your job and 
if we will all work together and put over 
that feeling of confidence in ourselves 
and in the country and in our great 
leader I am sure it will come out all 
right. It has been a great pleasure to be 
with you. Thank you.

* * *
PRESIDENT FOUQUETTE: The op­

portunity of voting on the resolutions 
will come up tomorrow. We hope the pro­
gram will start promptly at 9:30. The 
program will be as scheduled with one 
exception: the banquet this evening is 
going to be at 7:00 in this room. And 
unless there is other business to come 
before the session, we will stand ad­
journed.

(Adjourned at 5:10 until 7 p. m.)
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BANQUET M E E T I N G ,  W E D N E S D A Y  EVENING
P R E S ID E N T  F O U Q U E T T E : Ladies

and G entlem en: I assure you that it is a 
genuine pleasure to see this fine gath er­
ing  here and it is m ost g ra tify in g  to the 
officers o f  the association .

N ow  I w ant to present to you the next 
president o f  the M innesota Bankers A s ­

sociation , Mr. W illiam  N. Johnson. (A p ­
plause.)

I should like to m ake a few  rem arks re ­
gard in g  the next speaker. I know  con ­
siderable about him but he has requested 
me to say noth ing (la u g h ter) exceptin g  
that he lived in M innesota at one tim e

and that the la rgest bank in the U nited 
States had to  have him  m anage the bank, 
the Chase N ational Bank, N ew  Y o rk  City. 
It is a  grea t p leasure fo r  m e to  present 
to you  our guest speaker, M r. Frank M. 
T otton , v ice  president The Chase N a­
tional Bank, N ew  Y o rk  C ity.

Romance in the Every Day
M R. T O T T O N : M r. President, Ladies 

and Gentlem en, and the Bank C om m is­
sioner from  N orth  D akota : Dan F ou- 
quette has ju st given  me a w ire, I note. 
Y ou  will be glad to see it, C om m is­
sioner, because it announces the fa c t  that 
your m other-in -law  has passed aw ay. 
(L au g h ter.)

H ere we have “ D an”  w ith us ton ight; 
last n igh t you w ill rem em ber w e had 
“ B eer,”  so we have run the w hole gam ut 
from  “ Dan to B eersheba.”  (L au g h ter.)

I am glad to  see the ladies here tonight. 
I used to bring  m y w ife  to som e o f  these 
state doings until one year I brou gh t her 
to a convention  and a fe llow  cam e up to 
spreak to  me. He w as one o f  those m el­
low  sort o f  fe llow s and he put his arm  
around me and he sa id : “ Say, Frank, I 
am glad to see you. So you  didn ’t bring  
your w ife  w ith  you .”  I sa id : “ Oh, yes, I 
did. I w ould like you  to m eet h er,”  and I 
introduced them . A nd he said: “ H ow  do 
you  do, I am  certa in ly  glad to see y ou ,”  
and then he turned his back on her and 
said: “ Say, you d idn ’t bring  your w ife  
a long  w ith y ou .”  I w as never able to sa t­
is fa cto r ily  explain  that.

I am  n ot much o f  a R om eo, but one day 
I w as expressin g  m y love to  m y w ife  and 
she said to m e: “ I know , but w ould you 
love me when I g row  old and u g ly ? ”  
A n d  I said: “ M y dear, you m ay grow  
older, but you  will never grow  u glier.”  
(L a u g h ter .)

N ow , i f  you  w ill ju st turn and notice 
that trio  sitting  in the back o f  the room  
(J . Cam eron Thom son, Lym an E. W ake­
field and C. Ben B rom b ach ), isn ’t that a 
m arvelous t r io ?  It show s ju st how  elose 
the F irst N ational and the N orthw estern  
are. N ow  the gentlem an that fo rm s the 
w edge o f  that fly in g  trapeze is J. Cam ­
eron Thom pson. Cam eron has a very  
charm ing  w ife , as som e o f  you m ay know. 
M rs. T hom son  had occasion  to buy som e 
stuff fo r  Cam eron and she w alked up in 
this store to a slick look in g  fe llow  and 
she said: “ H ave you  any L ife  B u o y ? ”  
( l i fe  b oy ) and he answ ered her quick as 
a flash : “ I ’ll say I have.”  Y ou  say it! 
(L au gh ter.)

I n ever knew  there w ere so m any 
nudists in this country  as there ap par­
ently  are. I w as reading a soap ad the 
other day and it read like th is : “ U se our 
soap ; it refreshes, relaxes, invigorates. 
Y ou  step fo r th  fro m  your bath ready  to 
m eet all com ers.”  (L au gh ter.)

N ow , the gentlem an to the righ t is 
Lym an W akefield. Lym an has had a very  
busy year, as som e o f  you  m ay know , be­
cause in addition to  running the F irst N a­
tional Bank he is ju st fin ishing his term  
as president o f  the R eserve C ity  Bankers. 
One n ight he and his w ife  w ere sitting  
at hom e reading and she said: “ Lym an,

look  at this. Isn ’t this terrib le?  T hey tell 
here about w here in the F iji Islands a 
man can buy a w ife  fo r  40 guineas. 
Isn ’t that te r r ib le ? ”  Lym an said: “ Y es, 
it is, but probably  they have profiteers 
there the sam e as everyw here else.”  
(L au gh ter.)

The gentlem an on the le ft , w ho is lo s ­
ing his hair (la u g h ter), I am  sorry  to

F R A N K  M. T O TTO N

say, is the first picture in our trio— g o ­
ing, go ing , gone. T h at’s Ben Brom bach. 
Since I have h it this tow n he has shown 
me a lot o f  sights, renew ed old acquain­
tances and so forth  and so I fee l ju st like 
a tourist. There w as a tourist w ho w ent 
to E u rope; and he w ent to R om e, and 
w ent through  the V atican  and w hen the 
guide who w as show ing him the sights 
said: “ A n d  those are the cardinals,” the 
fellow7 said: “ W hich is D izzy  D e a n ? ”  
(L au g h ter.)

There w as a v ery  fam ous French 
philosopher w ho once said that he re ­
garded solem nity as a disease. A nd sad, 
indeed, are those wffio cannot laugh away 
their w rinkles. Som e o f  us have laughed 
aw ay our w rinkles and our hearts and 
about everyth ing  else. W e have done it 
in spite o f  dust storm s, drouth, truck 
drivers ’ strike and the “ b o g e y ”  o f  T itle 
II “ w ill get you  i f  you  don ’t w atch  ou t.”

I have chosen as a su b ject ton ight, 
“ R om ance in the E very  D ay .”  W e do have

R om ance; m ost o f  us are ju st ordinary 
people, ordinary  bankers, w e have ord i­
nary hom es, ordinary friend s. T hey tell 
us that w e should be happy and en­
thusiastic. But, how  can w e do th is?  
M ost o f  us get enthusiastic enough when 
we go  to the baseball gam e, w hen Jim  
Braddock knocks out Baer, and the radio 
is b lasting  out blow  by  b low ; w e fa ir ly  
w orship hom e-run k ings, etc. W e place 
great em phasis on the physical. H ere is 
the sum m er fishing season am ong us 
again : m any o f  us w ill be fishing before  
long. A s Eddie Guest says:

“ A  fe lle r  isn ’t th inkin ’ mean 
Out fishin ’ ;

H is thoughts are m ostly  good  and clean 
Out fishin ’ ;

He doesn ’t knock  his fe llow  m an 
Or harbor any gru dges then ;

A  fe llow  is at his finest 
W hen out fishin ’ .

“ The rich are com rades to the poor 
Out fishin ’ ;

A ll m em bers o f a com m on lure 
Out fishin ’ ;

The urchin with the pin and string  
Can chum  w ith m illionaire and k in g ;

Vain pride is a fo rg o tten  th ing 
Out fishin ’ .

“ A  fe lle r  gets a chance to dream  
Out fishin ’ ;

He learns the beauties o f  a stream  
Out fishin ’ ;

He can w ash his soul in air
That isn ’t fou l w ith selfish care;

And relish plain and sim ple fare  
Out fishin ’ .

“ A  fe lle r  has no tim e fo r  hate 
Out fishin ’ ;

Isn ’t eager  to be great,
Out fishin ’ ;

Isn ’t th inking thoughts o f  se lf 
O f good s stacked h igh  upon the panti*y 

shelf.
But h e ’s a lw ays ju st h im self,

Out fishin ’ .”

Y ou  know  w hen w e go  on our vacation  
trips, how  good  we fee l, how  exhilirated. 
H ave you  ever put you r  fo o t  in the stir­
rup and given  the horse his head ? H ave 
you ever dived into the lake, as I have, 
and en joyed  the thrill that com es? H ave 
you  ever dived and then pushed out fo r  
the other shore and fe lt  the jo y  o f  the 
physical accom plishm ent? H ave you  ever 
sat in a shell w ith seven other m en and 
fe lt  the shore line v an ish ? H ave you ever 
fe lt  those men act as a single unit and 
doubled the hom e ru n ? H ave you  ever 
crouched behind the line and heard the 
quarter shout the num ber, your signal, 
and you w ent through  and they  could not
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hold you b a ck ?  Y ou  know  w hat I mean. 
The jo y  o f  physical accom plishm ent.

I believe w e can take this enthusiasm  
and transport it over into the realm  o f  
the m ental and spiritual and harness it 
fo r  som eth ing h igher and w orth  while. 
W hat should we put enthusiasm  to , w hat 
should we be enthusiastic about ? O ur­
selves and our opportu n ity ! And w e 
should be thankful that no caste system  
is in free  A m erica , but that each one o f 
us is priv ileged  to w ork  out his destiny 
as he sees fit.

A  short tim e ago  I w ent through  the 
Grand Central Station and I saw a group 
o f  boys go in g  to a sm all cam p. They 
w ere about 10 or  11 years o f  age. Their 
rollick ing  laughter and boyish  enthusiasm  
w arm ed up those cold m arble corridors. 
I could im agine the sum m er cam p that 
those boys w ere g o in g  to w ith its p leas­
ures, cam p fires, and th rilling  stories, and 
then the m oon and the stars and the n ight 
air. N o w onder those boys are happy. I 
w as happy w ith them  in their an ticipa­
tion.

I went through  the Grand Central S ta­
tion again  a few  m orn ings la ter and I 
saw  another group  o f  boys, about the 
same age, but how  d ifferent! T hey did not 
ro llick ; there w as no laughter there. They 
w ere filing dow n, tw o by  tw o. I made in ­
quiries and fou nd  they w ere orphans, 
p oor  boys, no fa th ers nor m others, ju st so 
m any units in the m achine. T hey w ere in ­
stitutionalized to such an extent that all 
the fun  and ga iety  and splendor had been 
taken out o f  their lives; poor boys. I did 
not feel hap p y ; I fe lt  sad. Standardized 
m achinery fo r  industry and a prerequisite 
fo r  m ass production, but that is n ot a 
pridefu l th ing  when applied to our boys.

That is one o f  the dangers fa c in g  
A m erica today, I find, a danger that the 
individual shall be sm othered up into a 
m ass system . T hat is unfortunate, fo r  we 
are each o f  us endowed with distinct p er­
sonalities and each have our own g ifts , 
and w e should vow  never to becom e 
sealed up. It is said that colleges even aid 
and abet it. It is said that g'roups o f  stu­
dents em erge from  the colleges as like as 
tw o peas in a  pod. T hey have been run 
through  all the same. W e should vow  that 
w e shall never becom e sealed up in this 
m ass system  but w e shall keep radiant 
and ag low  with the personality  w ith 
w hich w e have been endowed.

In the next place let us see Rom ance. 
W hat a m arvelous tim e in w hich to live 
broadcast on m an ’s life  all about us; we 
have to pinch ourselves to see that all 
that is true. F or  the first tim e in the 
w orld there was a 23,000 mile hookup by 
telephone and radio. Mr. G ifford  sat in 
his office in N ew  Y ork  and Mr. M iller sat 
at another phone 50 fee t aw ay and they 
talked to each other all the w ay around 
the g lobe. It w ent first from  Mr. M iller 
in N ew  Y ork  to San F rancisco , then to 
Java, and then on. Mr. G ifford ’s voice  
w ent the other w ay. These voices went 
all around the g lobe in one quarter o f  
one second! A nd out there in the Pacific 
where there is an international date line, 
one m et today go in g  into tom orrow  and 
back from  tom orrow  into tod ay! W on der­
fu l! It is a grea t change and the end is 
not in sight yet.

W e should see rom ance in h igh  adven­
ture, be enthusiastic over our hom es. I 
have been in som e fine hom es since I have 
been in M inneapolis and the A m erican  
hom e I think is the finest in the w orld . I 
can close m y eyes and see m y own hom e 
now on the A tlantic.

Som e tim e ago there w as crated and 
shipped to France a m odern house, which 
represented the contribution  o f  30 m anu­
factu rin g  and trade associations. It w as 
supposed to show to  the people o f F rance 
how  A m erican  people lived, the A m erican  
inventive genius, and how  they had re ­
m oved drudgery  from  the A m erican  
hom e: Y ou  touched a button and the beds 
w ere m ade; the dishes washed. They 
called it the “ A m erican  H om e”  but w as it 
the A m erican  H om e ? No. That w as not 
the hom e. W ithin  the fou r  w alls o f  this 
room  are the m em bers o f  the M innesota 
Bankers A ssociation , but is it a hom e ? 
A m erican  hom e ? No.

“ It takes a heap o f  liv in g  in a place 
T o call it hom e.”

(Q uoting  the rest o f  Eddie G uest’s 
poem .)

Channing Pollock  said that he and his 
w ife  w ent to see one o f  the hits on B road­
w ay one n ight and the story  centered 
around a young w om an w ho fe ll in love 
w ith a man not her husband and ran off 
w ith him. Then Channing P ollock  says he 
w ent to a m ovie w ith  his w ife , and he sat 
w ith som e 500 others and saw a p lot d e ­
velop  about a youn g  m an w ho had built

up a fine business; he becam e soft, slept 
on satin pillow s, chased o ff to  Europe 
with a little th in g  w ho thought life  w as 
all one round o f  pleasure. Channing 
Pollock  sa id : “ I am sick o f  such stuff. 
W hy doesn ’t som e p layw righ t discover 
the g lo ry  o f  doing your job  and the 
rom ance o f  lov in g  your w ife . The hero 
o f  the story , Fred, never earned over $40 
a week in his life . He had bou ght a hom e 
in the suburb, raised tw o fine boys, sent 
them through college. I saw  F red  the 
other day on F ifth  avenue and he ap­
peared som ew hat shabby and shiny in a 
blue serge and you know  how  blue serge 
can shine and w here, and I said to F red : 
“ N ow  since the boys are educated and on 
their own, w hy don ’t you  trea t you rse lf 
a little b e t te r ? ”  He sa id : “ I cannot afford  
to. Y ou  see I am carry in g  a lot o f  life  
insurance, because I have g o t to make 
sure that Clara is provided fo r  w hen I 
am gon e .”  He le ft  me som ew hat sham e­
faced ly , I thought, but as he did a stray 
sum beam  fe ll across his suit, and I saw 
Cam elot in shining arm or. A nd I said to 
m y se lf: “ W hat is the difference betw een 
that man and L a n ce lo t? ”  The hero o f  the 
list fou gh t 20 m inutes fo r  the w om an o f 
his choice, but F red has battled  fo r  40 
years.

M y friends, there are m illions o f  others 
in this land that go  forth  each m orning 
and com e back each n igh t to som e little 
w om an, who has kept the flag flying. 
T hat is w hy as a nation  w e continue to 
grow  in spite o f  the g ra fte rs  and the gun 
men and shining arm or still survives.

There is rom ance in every  flat and farm  
in A m erica . M ost o f  us fa ll in love and 
m arry  and plan fo r  the baby, and then 
one n ight we sit beside the crib and hold 
his hot little hand and fea rfu lly  w atch  
the d octor ’s face . T hat story  could be re ­
peated in thousands and thousands o f  
A m erican  hom es today.

The story  is told o f Mr. and M rs. 
Strauss on the T itantic. The w om en and 
children w ere ordered to g o  into the life  
boats and they started to put M rs. 
Strauss in, when she saw that her hus­
band, her partner o f  40 years, w as not 
com ing, and so she stepped back  onto the 
slipping deck to her husband ’s side and 
there, every  inch a queen, she drew  h er­
se lf up and looked him  in the eye and 
said: “ W e have been togeth er m any
years. W here you go  I g o .”  That is not 
fiction ; that is life ; thrilling.

Then we w ill see m uch in these y ou n g ­
sters o f  ours in the n ext place. The 
youngsters com ing hom e w ith  the report 
card ; the report m ay not be so good  and 
you  call him aside and perhaps you  say 
to him  like one fa th er did : “ Y ou  cannot 
get a th ing in your h ead .”  A nd the little 
boy  rep lied : “ N o, I cannot, but when I 
once get it there, it ’s like it ’s sunk in con ­
crete .”

The little g irl next door w ent up to her 
uncle ’s fa rm  one sum m er and w atched 
him  put a black band around the trees 
to keep the caterp illars and w orm s from  
craw ling  up the tree. She cam e back 
hom e and one day her m other had a 
v isitor  and that v is itor  had a m orning 
band around his arm. The little  g irl stood 
it ju st about so lon g  and then she w ent 
up to her m other and said: “ M other, 
w h a t’s to keep them  from  craw ling  up his 
other a r m ? ”

So I am keen fo r  these youngsters. I 
think it is G eorge Santiana w ho says: 
“ Our children are our im m orta lity .”  
These youngsters o f  ours are sleeping t o ­
n ight under this ro o f  o f  ours, and under
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roo fs  throughout all this land. T hey rep ­
resent the hopes and the fea rs  o f  all o f  
us. T iny hands that hold A m erica ’s 
destiny. T hey w ill he bankers, law yers, 
statesm en and m erchants, the sam e as 
you and I. W ill they  be as good  as you  
and I have b een ?  No. T hey w ill be b e t­
ter, because they are liv in g  in a better 
w orld . One o f  the organizations con ­
tributing  to that end is the M innesota 
Bankers A ssociation .

I w as b o m  in M inneapolis and I a l­
w ays like to  com e back. I had a great 
tim e here as a b oy ; as a little  lad I had 
so m uch to m ake m y se lf glad in the w in ­
ter tim e and in the sum m er tim e. There 
was alw ays som eth ing new. I tell you i t ’s 
a great th ing to be a boy.
“ I t ’s g rea t to be a little  lad ;

He has so m uch to  m ake him  g lad ;
W ith w in ter tim e and sum m er tim e;
The hills to  clim b and trees to c lim b .”

So I say, let us be enthusiastic about 
these youn gsters o f  ours. In the next 
place w e w ho see rom ance and h igh  ad­
venture and a great opportunity  in our 
p rofession , w ho believe in banking th or­
oughly , should be enthusiastic also.

There w as a m other reproach in g  her 
m arriageable daughter as to  w hy she did 
not encourage Johnny. “ But m other, I 
cannot think o f  Johnny,”  she said. “ W h y  
n o t ? ”  “ Johnny is im possible. Johnny does 
not believe in an yth ing ; he does not even 
believe in H ell.”  “ A ll r igh t,”  said the 
m other, “ you  ju st m arry  him  and he w ill 
soon g et over that.”  (L au gh ter.)

So let us believe in som eth in g: be­
lieve in hell, or banking, or som ething. 
I know  o f  course that som e o f  us are 
not thought as m uch o f  by  the general 
rank and file. I did not realize that w e 
had fa llen  so low  in popular esteem  as 
apparently  w e have, by the ta lk  o f  a man 
w ho sat and talked to m e one day not 
long ago. He ta lked on and on and he 
sa id : “ T here are hundreds o f  w ays o f  
m aking m oney, but there is on ly one 
w ay that is honest.”  “ W h at is that,”  I 
asked ? “ H o, h o,”  he said, “ I thought 
you w ouldn ’t k n ow .”  (L au gh ter.)

I am  sure w e all believe in our p ro ­
fe ss ion ; I believe it is a good , honest 
business and that a banker keeps a good  
standing in the com m unity. A  true 
banker is a real m inister o f  the gospel 
o f  applied re lig ion , and he is a v ery  real 
instructor in industry and sobriety . He 
w ill bring  to us the love o f  doing all 
th ings w ell, to the generation  through  
w hich w e express ourselves tow ard  our 
day. W e can say o f  H enry V an  D yke:

“ Let m e but add m y w ork, m y tim e, 
etc .”

W h at is the banker’s opportunity  in 
this g rea t age o f television , h yd ro­
dynam ics ? Such m en w ho m ust tie to ­
gether all m en ’s offers, w ho m ust finance 
w isely  and econom ica lly  all the rapid ly  
m ovin g  inventions o f m an ’s m ind, all 
lines o f  fo rces , radiate from  him . W e as 
bankers in M innesota and elsew here 
throughout the nation m ust prepare ou r­
selves fo r  the b ig g er  and better days 
that are ahead. W e w ill never be socia l­
ized, nor w ill w e bow  to  regim entation . 
Banks w ill a lw ays continue to be p r i­
vately  ow ned. L et us link arm s and 
m arch  forw a rd  to  m eet this N ew  D ay, to 
m eet these new  problem s.

W hen I cam e into the hotel a piece 
o f  printed m atter w as g iven  me. It said 
“ N icollet H ote l”  and below  it said: “ A  
hotel w ith  a trad ition .”  Y ou  are a bank­

ers ’ association  w ith  a trad ition ; 46 
years o f  g lorious tradition .

P ossib ly  you  have heard D r. F osdick  
tell the story  o f  the boy  and g ir l ten  and 
eleven years old, w ho fe ll th rough  the ice. 
The person  w ho w as try in g  to rescue 
the children, reached the little boy  first, 
but the boy  sa id : N ever m ind m e; save 
A n n ie .”  A n d  in saving A nn ie  they  did 
not have tim e to save the little  boy , so 
he gave up his life  fo r  his sister. He 
gave up his life  that his sister m ight 
live. Som ew here, said Dr. F osd ick , som e­
w here in that b o y ’s short life  he had 
absorbed w hat w as expected  o f  a man. 
He had inherited a grea t tradition .

Y ou  and I have inherited a grea t tra ­
dition and you  as m em bers o f  this as­
socia tion  know  instinctively  w hat is e x ­
pected o f  you  in tim e o f  crisis. There 
is a fo rce  in this w orld , a presence that 
w e cannot describe, but w hich w e can 
fee l, that stirs us; it is the sp irit o f 
w hich leaders are m ade. Y ou  find it 
proven  in all organ izations where team  
play is v ita lly  necessary  and you  find it 
in bankers’ associations.

K nute R ockne was a grea t trainer and 
conditioner o f  bodies. He knew  how  to 
brin g  m en to the fu ll peak o f  physical 
perfection . He taugh t them  som ething 
m ore than th at; he taught them  to  think, 
and as you  saw them  form in g , you  saw 
the thought behind the m achine. M ore 
than the g iv in g  o f  g rea t bodies, m ore 
than the ab ility  to think, he gave them 
sp irit. R ockne said his g rea test was 
G eorge G ipp, so affectionately  known as 
the “ G ipper,”  six fee t tall, 195 pounds, 
a w onderfu l p layer, w onderfu l in v ictory , 
a dead gam e sp ort in defeat. W ith  that 
m ystery  irony w hich seem s to run all 
through  life , he w as stricken w ith  a 
th roat in fection . On his death bed, he 
called fo r  Rockne and he said: “ R ock, 
there is com ing  a gam e w hen the team  
is gettin g  licked. Then I w ant you  to 
call the fe llow s togeth er, and tell them , 
‘Go in there and figh t; g ive  them  all you 
have and win one fo r  the old G ipper.’ 
I do not know  where I w ill be, R ock, but 
I w ill know  about it and help out.”  Then

he w as gone. The years rolled  on, six or 
seven, and the season o f  1923 cam e.

T hat day N otre  D am e w as p laying  the 
A rm y  and the breaks w ere go in g  against 
N otre Dam e and it looked like defeat. 
The first h a lf ended; the w histle b lew ; 
R ock  w ondered w hat he w as going to say 
to the boys. The G ipper had been dead 
fou r  or five or six years, and these boys 
had never even seen the G ipper, but 
R ock  sa id : “ B oys, when the G ipper w as 
on his death bed, he called me in  and 
he sa id : ‘There is com in g  a day when 
the team  is gettin g  licked and the breaks 
are go in g  against them . I w ant you  to 
call them  in and tell them  to win one 
fo r  the old G ipper. I do not know  w here 
I w ill be then, R ock, but I w ill know  
all about it and help ou t.’ T hat is a ll.”

The w histle blew  fo r  the second h a lf; 
the team  ran out on the field ; the same 
boys, sam e old sw eater, sam e old colored 
shirt, sam e old aching lim bs, the same 
old tea m ? N o. A  team  that you w ould 
not have recogn ized . T hey had som e­
th ing in them  that they  did not have 
before . A  team  that could n ot be licked. 
One o f  the p layers w as hurt and as one 
o f  the m en lifted  him  to his feet, he 
heard him sa y : “ T h ere ’s one fo r  the Old 
G ipper1.”  That team  had a tradition . 
T hat team  had a grea t and com pelling  
and cha llenging leadership g o in g  on 
ahead.

Y ou  and this organization  have had a 
grea t record through  these 46 years. 
Y ou  are go in g  to carry  on in the fu ture 
in a m ore g lorious w ay because o f ' your 
com m unity record, team  play, tradition , 
because o f  g rea t and cha llenging leader­
ship from  the past dow n to the present, 
and because o f  a united and deep seated 
desire in the hearts o f  each one o f  you  to 
hand down to the fu tu re the resounding 
challenge fo r  better lives, better banks 
and a better country. (A p p lau se )

% * *
P R E S ID E N T  F O U Q U E T T E : M r. T ot- 

ton, I am  sure that all these good  people 
here jo in  me in saying, “ Thank y ou .”

M eeting adjourned until 9:45 A . M. 
Thursday.
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T H U R S D A Y  M O R N I N G  S E S S IO N , J U N E  20

The Thursday m orn ing session w as 
called to order at 9:45 o ’c lock . President 
D. J. Fouquette presid ing .

C H A IR M A N  F O U Q U E T T E :  The 
crow d this m orn ing is not large, but I 
know  that w e have quality , so it is a 
g rea t pleasure to again  open this m eet­
ing.

M R. L U N D S T E N : Mr. P resident and 
ladies and gentlem en :
“ Full m any a gem  o f  purest ra y  serene, 

The dark u n fa th om ’d caves o f  ocean 
bear;

Full m any a flow er is born  to blush un­
seen,

A n d  w aste  its sw eetness on the desert 
a ir.”

I do not believe that the grea t Creator 
intended that these peon ies should w aste 
their frag ra n ce  on the desert air, and so 
on behalf o f  the M innesota Bankers A s ­
sociation , as a sligh t token o f  our ap pre­
ciation  o f  your efforts during this con ­
vention, we present to you, M iss Boesch, 
this bunch o f  peonies.

M ISS B L A N C H E  B O E SC H  (secretary  
to Mr. D u n can ): Thank you  very  much, 
Mr. Lundsten.

M R. L U N D S T E N : A nd w e present 
you  w ith  this bunch, M iss T orr, in ap ­

preciation  o f  y ou r w ork  fo r  our con­
vention.

M ISS D O R O T H Y  T O R R  (convention  
r e p o rte r ) : Thank you  kindly, Mr. L und­
sten.

C H A IR M A N  F O U Q U E T T E : It seem s 
that it took  a man fro m  the sunshine 
state to bring  sunshine this m orning. Our 
speaker this m orn ing is a gentlem an 
from  C alifornia . W e can also say that he 
is a gentlem an from  M innesota, fo r  he 
at one tim e resided in the state o f  M in­
nesota. It g ives me a grea t deal o f  p leas­
ure to pesent to you  C ongressm an Tolan 
fro m  the state o f  C alifornia .

Address of Congressman Tolan
Being born  at St. Peter, Minn., I fe lt  

this m orn ing  a good  deal like the m an 
w ho had been v ery  seriously  sick fo r  
som e tim e and he w oke up OQe m orn ing 
about 4 o ’c lock  in a delirium , and said: 
“ W here am I ?  A m  I in h e a v e n ? ”  A nd 
his w ife  sa id : “ N o, dear, I am still w ith 
y ou .”  (L au gh ter.)

It has been 30 years since I have been 
back in m y native state— and, by  th§ 
w ay, I am on ly g o in g  to talk to you  fo r  
a fe w  m inutes, because I know  you  are 
tired  and you  have other speakers to 
listen to— 30 years, but they  are tender 
m em ories to m e from  the state o f  M in­
nesota.

I used to w ork  fo r  H en ry  Johnson. I 
started in at $1.50 a week as a prin ter ’s 
devil. I used to  g ive  m y  m other $1.25 o f  
it and took  the balance fo r  incidentals 
fo r  m yself. O utside o f  m y m other, G ov­
ernor Johnson had m ore to do w ith w hat 
little  success I have had in life  than any 
other individual I ever m et. I rem em ber 
that he used to com e in w hen I was s it­
ting  on the stool setting type and ta lk  to 
m e. He was a fr iend  to me. A n d  then I 
rem em ber when I got out in the state o f  
M ontana and had a little  to  do w ith  
politics, I had the honor o f  being  instru ­
m ental in having our state instruct fo r  
him to be President o f  the U nited States. 
N ow  there w as a m an.

So g e ttin g  back to M inneapolis, I fee l 
I am com ing hom e. T hey call me in 
W ash ington  the “ extra congressm an  
fro m  M innesota”  because I ta lk  so m uch 
about M innesota.

I have been ta lking to bankers fo r  the 
last 33 years but never have I g o t any­
th in g  from  you. (L au gh ter.) I don ’t know  
that I am  g o in g  to have any success this 
m orning, but I w ant to say sim ply w hat 
I have to say. I have a lot o f  stuff to 
read, but I am not go in g  to read any 
o f  it.

I w ould like to tell you  m y reactions 
as a first term  congressm an ; m y reac­
tions about w hom  you m eet there. In the 
first pace I w as disillusioned as to con ­
gressm en. I thought w e m et at 12:00 and 
had a session fo r  an hour or tw o, and it 
was all over w ith. I w ant to tell you  this, 
gentlem en : C ongressm en w ork  m uch
harder than you  think. A s a first-term

congressm an, I am  on five com m ittees, 
C ivil Service and others. I average five 
hours a day on the dictaphone try in g  to 
answ er the letters that com e to me fro m  
m y d istrict. Then you  attend the session 
o f  C ongress. I w ant to say to you  that 
congressm en  haven ’t  sufficient tim e to 
study m a jor  leg islation .

In the olden days be fore  the radio and 
the new spapers, people w ere not th ink­
ing  in term s o f  governm ent so m uch so 
fa r  as con tactin g  them , but I w ant to  tell 
you  now  it is terrible, so fa r  as co rre ­
spondence is concerned. I do n ot w ant to 
talk to you  about the Bank A ct. Y ou  
know  m ore about it today  than I do. But 
I w ant you  to  have this m essage this 
m orn ing : I don ’t w ant you  to w orry  over 
T itle  II, as it is m y ow n idea that it w ill 
n ever be enacted at this session o f  C on­
gress. I have talked to m en o f  h igh  
authority . I talked to  J. F. T. O ’Connor, 
com ptroller o f  the currency, born  over 
here in a sister state, one o f  the best 
m en that I have ever m et. H e told me 
be fore  I le ft :  “ John, I am against op er­
ating on a w ell m an.”  (L au g h ter.) N ow  
doesn ’t that tell the story  ? So don ’t you  
w orry  about T itle  II, so fa r  as this ses­
sion o f  C ongress is concerned. Y ou  have 
m ade p rogress , w onderfu l progress. I 
think we are gettin g  a little  bit too m uch 
leg islation  at this tim e. That is m y own 
reaction .

I w ant to  say  som ething to  you  about 
this B anking A ct. There is a provision  in 
this new  Banking Bill f o r  an increase o f  
loans on  real estate, in creasing  the per­
centage o f  the loan. It does not strike me 
so v ery  good . H ow  are you  go in g  to in ­
crease loans on real estate, that is, the 
percentage clause, in the U nited States 
o f A m e rica ?  N ow  real estate is one o f  
m y pet subjects.

In this country  w e cam e along, then 
we becam e prosperous, and then we 
finally took  from  the foundation  o f  this 
governm ent real estate, the grea t corn er­
stone o f  governm ent. S ixty-five  per cent 
o f  the w ealth o f  the U nited States is in 
real estate; 35 per cent not. W e started 
in on real estate and gouged  (in  ta xes ) 
until we took  all the cream . A n d  when 
you  dig  like that, I doubt i f  you  are g o ­

ing  to g et v ery  far . N ow  that is ju st m y 
hum ble opinion.

W h at do we do in the U nited States ? I 
w ant you  to g o  hom e w ith  this th ou gh t: 
W e tax  dead m oney in these U nited 
States. W e sent an assessor out and he 
looks at a vacant lot and he says to  h im ­
se lf: “ This looks like a valuable lot to 
m e. I ’ll rate that p retty  r igh .”  Then it 
isn ’t taxed  once; there is a ta x  based 
upon net or current earnings. The asses­
sor looks at an apartm ent house and he 
says : “ That is a m igh ty  good  look ing  
apartm ent house. I ’ll ju st g ive  that a 
good  ta x .”  Y ou  know  w hat has becom e o f 
apartm ent houses ? I w ould  hate to  tell 
you. T hey have been foreclosed  upon by  
bankers and building and loans, but w e 
haven ’t hit it yet until w e take in the 
w hole proposition .

In E ngland if  you  have an apartm ent 
house and it is on ly h a lf rented, you  pay 
h a lf ta xes ; i f  it is w holly  vacant, you 
pay no tax. No man in F rance loses his 
prop erty  on account o f  not p a y in g  his 
taxes. I f  th ey  m ake noth ing, they  pay 
noth ing. W hat we should do in this coun­
try  is to g et a fter  the inheritance taxes 
and raise them  and not underm ine the 
v ery  foundation  o f  our governm ent, that 
is, real estate. B ecause you  know  in 1929, 
when the depression  cam e on, real estate, 
and that m eans your bu ild ing and loans, 
savings, banks, insurance com panies, etc., 
w ere h it p retty  hard. W e  are in a bad 
situation  and we haven ’t hit it yet. W e 
m ust take all costs o f  governm ent fro m  
real estate. W e m ust save our hom es, be­
cause, you  know, everyone loves to hold 
a little bit o f  real estate.

I stood at the tim e C h ief Justice 
H ughes told the nation  o f  the N R A  and 
I said to  m y se lf: “ I have practiced  law  
fo r  33 years and I don ’t know  m uch 
about it— have lost m ore cases than I 
ever w on .”  I w alked back to the H ouse 
and said to m y se lf: “ Y es, there sit nine 
blackrobed figures, receiv in g  $20,000 a 
year, and that position  is all righ t, but 
w hy cannot the servants o f 125,000,000 
people tell us be fore  w hether som eth ing 
is illega l or n ot and not te ll it fou r  or 
five years a fte rw a r d s ? ”  I am telling  you  
how  dum b I was. I ju st had the thought.
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I w ent over to the C ongressional L ibrary  
and do you  know  w hat I found o u t?  I 
fou nd  that M adison held up the adoption  
o f  the Constitution  o f  the U nited States 
fo r  days endeavoring  to g e t the suprem e 
court o f  the U nited States to render op in ­
ions about its constitutiona lity . D o you  
know  w hat else I found out th ere?  1 
fou nd  out that the state o f  M assachusetts 
had it in it ’s ow n constitution  b e fore  the 
federa l constitution , that upon the re ­
question o f  the governor, the suprem e 
court o f  the state m ust render an ad ­
v isory  opin ion  as to the constitutiona lity  
o f  an act. I w ent a little  fu rth er  and 
found that 13 states o f  the U nion  have 
provisions fo r  the suprem e court to 
render ad visory  opinions and 410 opin ­
ions have been rendered. I found also 
that in 1791 w e adopted our orig ina l 10 
am endm ents, and that since then there 
have been on ly  12 am endm ents. There 
w ere 13 but one w as to  repeal the other, 
so we rea lly  on ly  had 11; 3,500 have been 
proposed.

I have introduced in the C ongress o f  
the U nited States a resolution  to the e f ­
fe c t  that upon the request o f  the P resi­
dent o f  the U nited States, or either 
H ouse o f  C ongress, the suprem e court 
m ust render in w ritin g  an opinion as to 
the constitutiona lity  o f  an act. A nd w hy 
shouldn ’t th e y ?  They are our agents and 
w hy shouldn ’t they  tell to the 125,000,000 
people their advice as to w hether an act 
is constitutional or n o t?  Think o f  the 
troubled business conditions that would 
avoid. I w ish you  men w ould g ive  this 
p roposition  a little thought.

In closin g , m ay I say to you  sim ply 
that I think w e have a President w ho is 
d oin g  his level best. The first n igh t I 
w as in W ash ington  I saw  him  m eeting  
1,500 people. He stood there fo r  tw o 
hours and I am  sure it m ust have been a 
tria l, but he had the sam e sm ile fo r  tw o 
hours. I saw him  when the new  m em bers 
m et him about three m onths ago, and we 
had a little  m otion  p icture first, and then 
w e w ent back into a room  and I saw  that 
m an sing old songs and tell stories fo r  
three hours. I saw  him  a w eek ago F r i­
day, m eeting  the N orth  C aliforn ia  and 
Central V a lley  delegation , and he told 
them  m ore about that p ro je c t than we 
knew  ourselves. Then he said to them : 
“ Gentlem en, m y problem  is th is : I know  
you need it ; I know  it w ould  be a good  
th ing. But i f  you  take $170,000,000 fo r  
that problem  o f  yours, w hat am  I go in g  
to do w ith  the other p ro b le m s? ”  I ask 
you men in all seriousness: W ho w ants 
his loa d ?  Y ou  cannot tackle it ?  He is 
our P resident but they  are saying th ings 
about him that I do not think he de­
serves. I w ant to  say to you  that tod ay

w e are thinking in term s o f  knock ing 
over the entire nation. W e are n ot th ink­
ing calm ly, sw eetly , kindly. W e  are ca ll­
ing  each other nam es, and w e are count­
ing new  nam es. W e think w e are having 
a good  tim e, but I say to you  i f  you  talk 
to  people, you  m ust ta lk  to  them  calm ly  
and kindly and sw eetly. W e are not over 
the hum p, but w e are not going to pieces. 
W e have too  m uch bloodshed o f  our 
fa thers behind us to pay  w ith  our na­
tion now.

I w ould like to create a new  party  
and I think they  w ould  be m uch better 
than they think w e are. I find con gress­
m en better. W e are ju st hum an beings. 
Our lives are on ly  ju st sections in the 
calendar o f  tim e. W e are sa y in g  th ings 
that are not necessary . W e are ta lking 
excited ly . W e have a coun try  that the 
w orld  is depending on. W e have a P resi­

dent, w hose heart and soul is fo r  the 
A m erican  people. Let us support him . 
(A p p lau se .)

* * *
C H A IR M A N  F O U Q U E T T E : I am

sure, Congressm an T olan, that w e all 
jo in  in an expression  o f  apprecia tion  fo r  
your appearance on our program  this 
m orn ing, and I w ant to thank you.

Y esterday  w e had a presentation  by  
W arren  Stehm an o f  the U n iversity  o f  
M innesota. A  fu rther d iscussion  w ill f o l ­
low  this m orn ing, w hich is a contribution  
o f  our U n iversity  o f  M innesota. This 
m orn ing w e have a talk by  A rthur W . 
M arget, P ro fessor  o f  E conom ics and 
Banking at the U n iversity  o f  M innesota, 
and the su bject o f  his speech is “ D o the 
P rovisions o f  the P roposed  B ill P rovide 
M eans fo r  C hecking In fla tion ?”  Mr. 
M arget:

Electric Service 
Helps Raise the 
Standards of Living

M o d e r n  civilization represent«

essentially an attempt to break away 

from slavery, drudgery— and raise the 

standards of life. ♦ No other agency has 

contributed so much toward this march 

of progress as the service rendered by 

public utilities. ♦ Electricity is made 

from coal or water power, and delivered 

instantaneously to you whenever you 

flick a switch. ♦ For a few pennies it will 

perform household tasks which without 

its help would take hours of hard work; 

♦ In terms of convenience, labor-sav­

ing, and comfort, the value of electric 

service can hardly be calculated. One caa 

only realize its worth by trying to think 

what our daily lives would be without it.

Northern States Power Company
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Do Provisions of Proposed Bill Provide 
Effective Means of Checking Inflation?

A pp arently  this is not the on ly  occa ­
sion on which bankers have w asted their 
valuable tim e listen ing to  co llege  p ro ­
fessors . I have be fore  me a clipp ing from  
the N ew  Y ork  Tim es, reportin g  a speech 
w hich w as m ade by P ro fessor  W illis be­
fo re  the N ew  Y ork  State A ssociation . 
Som e o f  you, no doubt, w ill rem em ber 
him because he was responsib le fo r  the 
d ra ft  o f  the orig ina l Federal R eserve 
A ct.

“ D r. W illis assailed the financial p o l­
icies o f  the adm inistration  and denounced 
the Banking A c t  o f  1935 as the ‘w orst 
and m ost dangerous banking m easure 
that has ever com e before  C ongress.’

“ He said there was every  reason  to be­
lieve that the bill w ould pass C ongress in 
c lose  to its present form . On that as­
sum ption, he exhorted the bankers to 
‘ leave the system , those o f  you  w ho be­
lon g, and don ’t jo in  it, those o f  you  w ho 
don ’t be long .’

“ Specifically , he urged that at least 
six  b ig  N ew  Y ork  banks should retire 
from  the system , and he suggested  that 
these and other d issenting banks should 
set up a rival central bank, privately  
owned and operated. Such a step, he de­
clared, w ould m ake the politicians ‘ listen 
to reason ’ .”

W ell, that is one reaction  to this 
Banking Bill. F or  m yself, I shall sim ply 
say th is : There are, indeed, a num ber o f  
th ings I do not like about that bill. C on­
cretely , I do not like the provisions w ith 
respect to  changes o f rediscounts and 
esp ecia lly  the im plications o f  bank 
liquidity. I understand that Dr. Payli 
spoke about that.

H avin g  said that I do not like certain  
th ings about the bill, I hasten to say 
that I do not think that intem perate 
blasts o f  the kind that P ro fessor  W illis 
asserts and o f  the kind w e have from  
som e m em bers o f  your own fratern ity , 
are conducive to a discussion  o f  the im ­
portant issues that are fa c in g  this coun­
try  o f  the kind that w e require.

O f these issues one o f  the m ost im ­
portant is the m atter o f inflation and it 
is that question  that I have been asked 
to  discuss in the ligh t o f  the special p ro ­
visions o f  this bill in sofar as they throw  
som e ligh t upon the question as to the 
p ossib ility  and p robab ility  o f  stopping 
the in flationary m ovem ent w hich is now  
under w ay  b e fo re  it gets com pletely  out 
o f  hand. O bviously , the first question you 
have to ask is th is: W ill those in author­
ity  w ant to stop the inflation when the 
tim e com es ? A nd this, in turn, leads to 
other related questions. In the first place, 
ju st w ho w ill be the authority  which w ill 
decide on that vita l question o f  policy

By Arthur W. Marget

when this bill w ill have been passed, as 
com pared to the authority  w hich w ould 
have decided upon it i f  the bill is not 
passed ? A nd, secondly, is this change in 
localization  o f  au thority  likely  to m ake 
m ore probable the stopping o f  the in ­
flationary  process or less p robab le?

The first question is : W ho is the 
authority  w ho is g o in g  to decide under 
this bill ? It is all sim ple fo r  P ro fessor  
W illis. W e are go in g  to have a depen­
dent and incom petent board at W ash in g ­
ton. That is a round r in g in g  phrase. I 
think w e w ould understand m ore clearly  
w hat the situation is all about if , instead 
o f  m aking a phrase like that, w e try  to 
understand w hat the phrases are.

It is undoubtedly true that this act 
strengthens the pow ers o f  the Federal 
R eserve Board, and when I com e to the 
actual w eapons I shall say som ething 
m ore about that. It is undoubtedly a 
strengthening o f  the pow ers assigned to 
the Federal R eserve. W hether you think 
it is a good  th ing or a bad th ing w ill 
depend upon your thought o f  the adm in­
istration  in general. I f  you  happen to  be­
lieve that the m ost desirable type o f ad ­
m inistration  under all system s is a sy s ­
tem  o f  checks and balances, then you  are 
g o in g  to oppose centra lization  in all its 
form s. I f, on the other hand, you  believe 
that there are no cases in w hich no a c ­
tion is preferab le  to action, in the sense 
that a fa ilu re  to act in a crucial tim e 
m ay have the sam e consequences as ill- 
advised action, then I think you  w ill con ­
clude that centra lization  o f  pow er is a 
necessary  step tow ard  the sense o f  r e ­
sponsibility . M y opin ion  is that the la t­
ter o f  these tw o attitudes w ith  respect 
to the particu lar problem  o f  adm in istra­
tion that w e are interested in is the 
w iser one, because i f  there ever w as a 
field in which fa ilu re  to act at the proper 
tim e is disastrous that field is the 
m onetary  policy . I f  there ever was a sit­
uation in econom ic h istory  w here that 
w as particu larly  true, I think it is the 
present one.

O f course, as everybod y  knows, the 
fundam ental characteristic o f  the situa­
tion  is we have an enorm ous am ount o f  
reserve in the bank w hich i f  released 
w ould m ake such inflation as nobody has 
ever lived through. There have been 
som e th ings in Europe before  the w ar 
tim e, but that w as ju st a ripple.

T hat is the situation. N ow  any action 
at all w ill mean that sooner or later 
these reserves w ill be used, and w e shall 
have that question o f  inflation. In  a sit­

uation o f  checks and balances, it m eans 
that we are g o in g  to fix the situation  so 
that it w ill be difficult to take action. 
But regardless o f  all that, in flation is 
ahead o f  us, it is said. But that is a con ­
clusion to w hich I am  n ot m y se lf w illing  
to say. It w ould be entirely  different if  
the action w as equal, then one m ight be 
in fa v o r  o f  a system  o f  checks and ba l­
ances, w hich w ould prevent that action  
being taken. W hether we like it o r  not, 
the groundw ork  has been laid and the 
situation  is loaded w ith dynam ite. I f  you  
leave that situation  alone, it is go ing , 
sooner or later, to  explode. It is on that 
basis, so fa r  as I am  personally  con ­
cerned, the centra lization  o f  pow er and 
responsib ility  is a th ing w hich  I w elcom e 
rather than re ject. O f course, that is not 
all that is involved.

The idea o f  centra lization  o f  au thor­
ity, so fa r  as banking is concerned, is 
not a new  one. A s m any o f  you  w ill re ­
m em ber, w hen an elaborate plan was 
proposed, it w as called— and w as in e f ­
fe c t— a proposa l fo r  a centra l bank so 
that when the D em ocratic p la tform  w as 
drafted , around 1912, they fe lt  it neces­
sary  to go on record  against the A ldrich  
plan o f  a centra l bank. W hen the R e­
serves w ere established, the D em ocrats 
w ere carefu l to  say  it w as a m isprint, 
that all they w anted to say was that they 
opposed the plan fo r  the A ldrich  plan, 
not the central bank. The Federal R e ­
serve plan was supported by  the bank­
ers. B roadly  speaking, and taken by  and 
large, there w ere few  bankers w ho op ­
posed the F ederal R eserve system . But 
one o f  the reasons they  opposed it w as the 
centra lization  o f  authority . It w as a cen­
tral bank in a m ore exp licit w a y  than the 
Federal R eserve act was. But there w as 
this v ery  vital d ifference from  the bank­
e r ’s point o f  v iew , that this cen tra liza ­
tion o f  au thority  was put in the hands o f 
the bankers them selves.

The Federal R eserve Board, on the 
other hand, is politica lly  appointed. The 
reason w hy we have a p o litica lly  ap ­
pointed board, I suppose you  m ay know, 
is because W illiam  Jennings B ryan  in­
sisted on it. I f  M r. W ilson  had not done 
that, there w ould have been no Federal 
R eserve. N ow , to som e people the fa c t  
that the F ederal R eserve is politica lly  ap ­
pointed is due to Mr. B ryan ’s request is 
enough to condem n the th ing. But when 
you  are asked fo r  a log ica l reason  as to 
w hy you  don ’t like that setup o f  this 
board, the answ er is usually  sim ilar to 
P ro fessor  W illis ’ : “ A  p olitica lly  ap poin t­
ed board m ust be n ecessarily  dependent 
and incom petent.”

I m ust again  say that I find a good
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deal o f  unnecessary heat and intolerance 
as to w hether w e should have a p o litica l­
ly appointee o f bankers. I think I hardly 
need to take you r  tim e on that.

There are people who say that you  are 
g o in g  to have a board o f  control, and the 
people w ho do the con trollin g  should not 
com e from  the sam e class as those who 
control. They say that no banker should 
think o f any other selfish m otive. I think 
that even a banker m ight know  m ore 
about centra lized banking than F ather 
Coughlin. I think that even a banker 
m ight have the interests o f  the general 
com m unity at heart. I think there is 
ju st as m uch intolerance and unreason­
ableness on the other side. W hen you  get 
into questions o f  this kind it depends 
upon one ’s ow n slant, but I should like 
to lay dow n certain  propositions w hich I 
think have to be taken into account when 
w e look  into this fa c t  that the F ederal 
R eserve B oard is po litica lly  appointed 
and that the grea test pow ers are to be 
entrusted to them.

The first th ing  I w ish  to state as a 
fa c t  is that there are plenty  o f  instances, 
current instances, in w hich we have had 
independent and com petent banking 
authorities w ho are not on ly politica lly  
appointed but w ho exercised  their author­
ity  through  the m edium  o f  a state owned 
centra l bank. I g ive  you  as an exam ple 
o f  that kind, Sweden. The general p o licy  
o f  Sweden is genera lly  regarded , both 
by bankers and econom ists, as one w hich 
has fo llow ed  p a rticu larly  enlightened 
policies. T h ey  have m ade m istakes, as 
has everybod y  else, but they  have suc­
ceeded. W hen  I com pare this coun try ’ s 
banking w ith Sw eden ’s, I find it is im ­
possible.

In the second place, I think it is un­
reasonable that a p rivately  controlled  
state bank w ould not be su b ject to  p o lit­
ical pressure. I think the best th ing to 
say on that is to su ggest that you  do not 
take m y opin ion  on the m atter but take 
the opin ion  o f  the ch ie f econom ist, o f ­
ficer o f  the British T reasury, w ho w ould 
certa in ly  be able to know  w hether you 
can put the screw s on the privately  
ow ned bank. That appeared in H aw tey ’s 
w ork, “ T rade and C redit.”  He points out, 
fo r  exam ple, that under any system  a 
centra l bank, even though  p rivately  
ow ned and controlled , is unable to con ­
tro l itse lf. F or  exam ple, note issue and 
m onopoly  o f  note  issue. E ssentia lly  it is 
true that the leg islature has a club over 
the central bank and it is bound to be 
used under any system .

In the second place, I think the w hole 
experience o f  banking h istory  has shown 
that when a grea t national em ergency  
arises, the private ly  ow ned bank is g o ­
ing  to respond to the dem ands o f  the 
governm ent in exactly  the same w ay that 
the governm ent owned bank does. L ook 
all over E urope, including the Bank o f  
E ngland. Do you  suppose in this coun ­
try , that i f  there had not been a F ederal 
R eserve Board and that the banks had 
m erely  been p rivately  owned, do ” Ou sup­
pose the banks w ould  have refused  to 
purchase the L iberty  Bonds ? D o you 
suppose they  w ould have said no ? O f 
course not! The leg islature has a club 
and I believe that is true, but I think 
the banks w ould also have taken into 
consideration  the pa triotic  consideration  
o f  the case.

In the third place I think we are not 
honest w ith ourselves i f  we don ’t d if­

ferentiate  betw een political appointees 
and those elected by bankers. F or e x ­
am ple, take G erm any. U nquestionably b e ­
hind it w as a v ery  bad, an undeniably 
bad situation. The private bankers were 
actually  at the center o f  certain  oper­
ations that w ere go in g  on. T hey w ere in 
fa v o r  o f  the th ing because it w as to their 
advantage. W e know  it is unquestionably 
the fa ct. But in our ow n h istory , look  
around. Inflation, as w e now  rega rd  it 
from  1921 to 1929 w as a fa ct. W ould 
anybody be prepared to say that the rea ­
son w hy we had that unsound expansion , 
particu larly  in the late years o f  the 
period, w as the reason  we had a po litica l­
ly  appointed board that fou g h t the w ise 
desires o f  the banker-con trolled  Federal 
R eserve banks. I have heard o f  a person  
by the nam e o f  Charles M itchell in that 
connection . I f  you look  around now, look  
at the people as opposed to  p o litica lly  
controlled  banks. Look at Mr. E ccles. I 
believe he is a banker; I believe he is 
really  a livestock  m an. He says the same 
kind o f  th ing  that the econom ist says. 
W e usually try  to read him  out o f  the 
fratern ity .

Is it true that everybody  chosen by 
the bankers has w isdom  and that ev ery ­
bod y  appointed b y  the governm ent is 
dumb ? I think there is one th ing the 
bankers o f  the coun try  ought to realize. 
There is a g rea t deal o f  loose talk about 
the lessons to be learned from  the first 
and second banks o f  the U nited States.

A n y  pow erfu l central bank is go in g  to 
raise h ostility  against it. The question  is 
w hat are you  g o in g  to do about i t ?  Jack- 
son says : “ W e w ill abolish  the bank. I f  
it is p rivately  ow ned it is a m onster; it 
is strangling  the coun try .”  V ery  m uch 
like Father Coughlin. It has been a fa c t 
that the p o litica lly  appointed board has 
served as a buffer. W e put a dirt farm er 
on the board in p lace o f  a banker and it 
did not m ake the sligh test difference in 
policy , but in a political w ay  it w orked. 
I do not think the danger in A m erica  is 
that w e are go in g  to abolish  the F ederal 
R eserve. I think there is a danger w hich 
m ight becom e real, when you  listen  to 
Father Coughlin, that is, that the F ed ­
eral R eserve w ill actually  be bou ght by 
the governm ent, so as to drive banker in ­
fluence out o f  the th ing entirely . It 
seem s to me the on ly  possib le w ay  to 
m eet the situation  is— we are go in g  to 
have the F ederal R eserve banks owned 
by  the bankers, but that the board w ill 
be political. I w ould sav that som e insti­
tution, such as som e board politica lly  ap ­
pointed is a necessai’y  com prom ise, p a r­
ticu larly  under the A m erican  situation. I 
do not believe experience has show n that 
it is inevitable that the people appointed 
to such a board w ould be incom petent.

The th ing I think is to adm it, in the 
ligh t o f  the situation, that centra lization  
o f  authority  is desirable, and everybody  
to accept the contribution  o f  fu rth er re ­
sponsibility  to the one central body we 
have, the Federal R eserve Board, and to 
m ake up our m inds that we are go in g  to 
hold to that responsib ility .

That leads to the next question. One 
o f  m y colleagues and I w ere discussing 
w hat sort o f  top ics w e w ere g o in g  to 
talk about, and he asked me this ques­
tion : “ A re  there som e autom atic checks 
in this act to put checks on these people 
regardless o f  w hether they  w ant to be 
checked or n o t ? ”  I should sim ply like 
to say th is: That the h istory  o f  attem pt­
ing  to put autom atic checks into leg is ­
lation is not a good  th ing, nor is it a

you could not issue any m ore unless each 
happy one. F or  exam ple, in the early  
days o f  banking h istory  w e did not abol­
ish com m ercial banks by  insisting  that 
keep 100 per cent against deposits. The 
h istory  o f  banking show s that there w ill 
be abuses. W e w ill stop that. T hey  can 
have no expansion  beyond the actual 
reserves they  have. O ver the 19th cen ­
tury there was a series o f  checks. U nder 
the E nglish  system , how ever, when you 
reached a certain  am ount o f  note issue
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note was backed in gold. In G erm any you 
could not issue beyond a certain  num ber 
o f  notes. The N ational B anking A c t  w as 
adopted because w e had a period  o f  un­
bridled note issue. It w as th ought i f  we 
lim ited the issuing o f  notes w ith G overn­
m ent bonds, it w ould  stabilize th ings.

The first th ing  that has a lw ays been 
noticed  is that no m atter how  clever w e 
think w e are in pu tting  on these devices, 
there are new  devices that turn out to 
be m ore troublesom e than the th ing  we 
are try in g  to cure. F or  exam ple, when 
you  put through  this requirem ent fo r  
100 per cent reserve, you  found you  had 
m ore troubles on your hands then. I p re ­
dict the same th ing w ill happen this w ay. 
So when the note issue w as controlled , w e 
had the device o f  checks. Then you  have 
the w hole lon g  experience in w hich you
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try  to learn to regu late this new  device 
w hich you  had le ft  out o f  that picture.

Then m ore than anyth ing else you 
think ou have r igg ed  up a fo o l p ro o f sy s­
tem ; th erefore  you  fo r g e t  about the neces­
sity  fo r  con tro l; you  fo r g e t  the necessity  
fo r  d iscretion. F or  exam ple, take the 
Sm yth vs. A m es case. One o f  our auto­
m atic lim its is that the central bank 
m ust have a certain  reserve issue. I f  the 
Federal R eserve w ould  ju st w atch, you 
w ould also a lw ays act too  late. N ow  so 
much fo r  the real princip le o f  hav ing  
som e sort o f  autom atic break in the A ct. 
I w ill say this fo r  the A ct itse lf : there 
has been brou gh t fo r  som e years a p ro ­
posal w hich w ould have the effect o f  
putting  an autom atic brake on inflation, 
that proposa l, as m any o f  you know , is 
that the reserve ratios w hich  w ere r e ­
quired o f  m em ber banks w ould  be 
changed in accordance w ith  the rate o f 
turnover o f  their deposits, on the th eory  
that when its boom  and the necessity  fo r  
a brake is found to be desirable, w e know  
that the deposits deposited  to individual 
accounts increase and they  autom atica lly  
put a brake upon fu rth er cred it expansion 
and v ice versa. I w ill say  this about that 
particu lar proposal. I have been inclined 
to fa v o r  it, although I adm it there are 
certain  crudities and probably , as it  
would w ork  out, certain  inequalities.

The reason  I do not insist upon it is 
that in the A ct o f  1933 and this act is 
another w eapon  provided con trollin g  the 
blam e o f  cred it reserve issues. U nder the 
A ct o f  1933 and strengthened under this 
A ct, it is possib le fo r  reserves to  be raised 
or low ered to  any ratio  they  want.

Supposing now  w e shall say that w e 
are go in g  to accept centra lization , sup­
posin g  w e say that the experience w ith 
autom atic controls has been such as to 
reconcile  us to the necessity  fo r  leaving 
discussion in the hands o f  this centra l­
ized authority  and supposing w e assum e 
that the centralized authority  w ould  be 
w illing  to put the brakes on, the ques­
tion then com es: W ill they be com pelled 
to ? H ave they the w eapons at hand to 
stop that kind o f  in flation ? The answ er 
is unquestionably “ y es .”  Y ou  m ay stop 
the in flation ; you  have the w eapons i f  
you w ill use them . I believe that to be the 
case and the im portant th in g  to  realize 
is that this bill i f  anyth ing strengthens 
those w eapons. The traditional w eapon 
you are all fam ilia r  w ith : the rate o f  
discount fo r  one th ing. The final au thor­
ity  o f  these F ederal R eserve Banks has 
been in your hands in the F ederal R e ­
serve Board ever since the Federal R e ­
serve Board and the F ederal R eserve 
Banks w ere organized. T hey have alw ays 
had pow er and subsequent leg islation  has 
on ly  m ade it stronger.

W e have another plan in the open m ar­
ket operations w hich m ade it possible fo r  
the Federal R eserve to dump on the m ar­
ket as m uch o f  governm ent securities or 
any other acceptances as they  m ay leg a l­
ly  dump and clear out the easy m oney.

So the Federal R eserve has these three 
w eapons to w hich I am  calling  your a t­
tention. This pow er on the part o f  the 
Federal R eserve banks perm its them  to 
change the reserve ra tios; in other w ords, 
i f  it should turn out at one tim e that the 
Federal R eserve banks haven ’t enough 
bonds to  sell, they  can do d irectly  and 
arbitrarily  w ith  these three w eapons now  
in hand w hat they w ish to do. T hey can 
change the rediscount rate to any per­
centage they w ant. L ook  at G erm any. 
T hey had a 98 per cent rediscount rate 
and still everybody  w as borrow in g .

E C O M M E R C I A L  W E S T

But there is a rate o f  d iscount at w hich 
it does not pay people to borrow  m oney. It 
m ay be 8, 10, 12, 15, 40, or  50 per cent, but 
it w ill be a rate that w ill stop i f  used. 
A n  in teresting  th in g  is this, that m uch 
o f  the discussion w ith respect to th is bill 
has com e fro m  bankers and fro m  others 
w ho do not like th is control o f  reserve 
provision  on grounds w hich I m ust say 
strikes m e as feeble . F or  exam ple, I ju st 
read a pam phlet by  A nderson  o f  the 
Chase N ational Bank, N ew  Y ork . He 
says: “ The trouble is that it w ill hit the 
banks unequally .”  W hat o f  it ?  I f  som e 
banks have deficient reserves, that is 
one w ay you  stop it. I think it is typ ica l 
o f  the confusion  in the discussion  that 
has been had w ith respect to the bill that 
the bankers w ho ta lk  about the danger 
produced against the w eapon  w hich  m ay 
be turned out to be n ecessary  and in the 
control o f  the leg islature. Instead o f  h av­
ing discussion o f  the th ings that rea lly  
m atter, fo r  exam ple, liqu idity, w hich is 
little discussed, a lthough  I did n otice that 
C ongressm an Tolan did say som eth ing 
about real estate provisions, I think w e 
ought also to discuss the inflation p o s ­
sibility. W hat do w e g et in these ta lk s?  
A  lot o f  talk and a lo t o f  it loose, about 
the control o f  inflation, the danger o f  
pu tting  pow er in the hands o f  the F ed ­
eral R eserve Board.

M y ow n opin ion  is this that we have 
g ot to have w idespread in the com m unity 
and particu larly  in the banking com ­
m unity, an understanding o f  the affairs 
that m ake fo r  inflation. W e have to  have 
an understanding o f  the w eapons that 
can be used to stop inflation and the w ay 
to use these w eapons, and m ost o f  all a 
firm  and unw avering  resolution  to sup­
port constituted authorities w hen they  are 
try in g  to use those w eapons. W hen they  
com e to use them , w hat is go in g  to happen 
is that the reactions that fo llow  w ill b«3 
attributed to their board instead o f  the 
previous board. I do not think that the 
danger is that the board  w ill be spineless 
in using these w eapons w hen the tim e 
com es. M y fe a r  is that th ey  w ill be en­
couraged  to use their spinelessness, and 
in this I m ust say that I m ake m y  guess 
that they  w ill be encouraged  by  som e 
econom ists.

The danger seem s to be that w e are 
to have inflation. W e ought to  realize 
w hy it w on ’t be because the external de­
tails o f  the bill are bad and cannot be 
m anaged. The blam e w ill be ours and 
ours alone. Thank you.

# * *
P R E S ID E N T  F O U Q U E T T E : T h a t  

speech creates a desire to hear m ore. On 
beh alf o f  the A ssocia tion , I thank you, 
M r. M arget, fo r  your in teresting  talk.

And now  M r. Duncan has som e an­
nouncem ents to m ake.

S E C R E T A R Y  D U N C A N : Y ou  w ill
note that suggestion  has been made that 
those o f  you  w ho are interested in the 
round table discussions on the subjects 
presented by  the three m en fro m  the U n i­
versity  w ill have an opportu n ity  o f  p a r­
ticip ating  in the luncheon and the round 
table discussion at M innesota U nion this 
noon. This w as brou gh t about through  
the kindness and fa ith fu ln ess o f  Dean 
Stevenson. The luncheon is called fo r  one 
o ’clock. Im m ediately  a fte r  the close o f  
the business session today.

P R E S ID E N T  F O U Q U E T T E : The sub­
je c t  o f  the n ext speaker is the W heeler- 
Rayburn Bill, presented b y  M r. F red er­
ick B. G arver, P ro fessor  o f  E conom ics, 
U n iversity  o f  M innesota. M r. Garver.
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The Wheeler-Reyburn Public Utility
Holding Company Bill By Frederick B. Garver

The W heeler-R eyburn  Bill is, accord ing  
to the official cop y  that I have be fore  m e, 
w hich w as in troduced in the Senate by 
M r. W heeler, a bill to provide fo r  the 
control and elim ination o f  public u tility  
hold ing  com panies ow ning or  marketing- 
securities.

This is a som ew hat unusual b ill; it is 
unusual in several respects. F irst : It is 
unusually drastic. Second: It is unusual­
ly partial because it prohibits fo r  tw o in ­
dustries, gas and electricity , types o f  or­
gan izations n ot prohibited  to sim ilar 
businesses, the telephone and tran sp orta ­
tion. T h ird : It is unusual because it re ­
cites in the open ing lines a justification  
fo r  the action taken in the bill.

W hat are the reasons set out as ju sti­
fication  fo r  the v irtual abolition  o f  the 
large hold in g  com panies ? M ostly  they  
are the fam ilia r  criticism s that Senator 
N orris and others have been u rg in g  
against the e lectric industry during the 
past decade. In the first p lace, there is 
too  m uch concentration  o f control o f  tw o 
industries that provide a v ita l necessity  
o f  life . P erhaps there is, but one m ay 
doubt w hether the control is m ore cen­
tralized than the control o f the produc­
tion o f  autom obiles, alum inum , or steel.

In the second place the com plicated 
structure o f  the hold ing  com panies has 
given  rise to unsound securities. P robab ly  
this is correct but although  the stock  m ar­
ket record  o f  h old in g  com pany securities 
is p retty  bad it can scarcely  be w orse 
than the record  o f  urban real estate 
com panies.

In  the third place, the hold in g  com ­
panies are charged  w ith  w ritin g  up the 
p roperty  values o f  the com panies they  
have taken over, w hich  they  undoubtedly 
did. It is fu rth er  asserted that these 
w rite-ups have been m ade the basis o f 
over-capita lization  and fu rth er that the 
added securities have becom e a burden 
on the consum ers. Senator N orris is 
especia lly  insistent on this burden in his 
speech on June 12. H ere there is a com ­
plete lack  o f  log ic . The senator know s, 
or ought to  know , that capitalization  is 
not the basis on w hich com m issions and 
courts determ ine the fa ir  value o f  the 
property , especia lly  h old in g  com pany 
capital. In fa c t  the courts have expressly  
stated that the am ount o f  stocks and 
bonds issued by  an operating  com pany 
are not p ro o f o f  fa ir  value. I f  this w ere 
all that one could say against the h old ­
ing  com panies, the answ er w ould  be : L et 
the state com m issions get busy and reg u ­
late accord ing  to the law  o f  the land.

In the fou rth  place, it is charged  that 
the holding com panies through  the use o f  
construction  and engineering  subsidiaries 
have increased the costs o f  both  property  
and operations. A ga in  there is m uch ev i­
dence to show  that this has been done 
in m any cases. But one is hardly in a 
position  to say that this has been  univer­
sally  the case. M oreover it is in poin t to  
rep ly  that the valuation  o f  capital expen ­
ditures, o f  physical p rop erty , is entirely  
within the control o f  state com m issions 
subject to  the rules fo r  determ ining fa ir  
value as la id down by  the courts. The 
charges m ade by  hold ing  com panies fo r

m anagem ent are not so easily  controlled, 
because only w ith  difficulty can a com ­
m ission prove that they  are excessive and 
it cannot cause the officers o f  a fo re ig n  
holding com pany to appear b e fore  it nor 
com pel them  to  produce their books.

W e m ay sum m arize by  saying  that 
there are three m ain counts in the indict­
m ent o f  the h old in g  com pany. One: They 
are an unnecessary com plication  in the 
business. T w o : T hey have issued unsound 
securities. T hree: T hey have prevented 
the price o f  e lectric current from  fa llin g  
as m uch as it should have fa llen  in the 
past 15 years.

O f course the defenders o f  the utilities 
also have their answ ers. To the first count 
— that o f  unnecessary com plication— they 
rep ly  that state law s, num erous ex isting  
corporation s and local franch ises have 
m ade consolidation  and m erger difficult. 
T hey ju s t ify  the com bination  o f  w idely  
scattered concerns as diversification  o f  in ­
vestm ent. T hey adm it that often  there 
w as no fu rth er justification  than the fa c t  
that the hold ing  com pany d irectors saw 
an opportunity  to acquire properties ad­
vantageously , in short, that the hold ing  
com pany is o ften  used as an investm ent 
trust.

The second count— that unsound secur­
ities have been issued— is adm itted, but it 
is m inim ized. It is said that u tilitv  men, 
like other business men, w ere over op ti­
m istic during the tw enties.

On the final count— that o f  ov erch a rg ­
ing— the rep ly  is m ore diffuse. It is shown 
that e lectricity  has been constantly  fa l l ­
in g  in cost to  the consum er. It is shown 
that the cost to  the dom estic consum er in 
the U nited States is on ly  sligh tly  h igher 
than in England w here coal is m ore a c ­
cessible and the consum ers are denser. 
T hey also assert that the hold ing  com ­
panies have perform ed  a valuable service 
by  coord inating  and com bining sm all 
properties into la rg er  system s, by  p ro ­
v id ing  experts in m anagem ent and en­
gineering. This last contention  is ad­
m itted by  the critics and, as w e shall see, 
an attem pt has been m ade to save a part 
o f  the hold ing  com pany structure.

A n oth er characteristic o f  the bill is its 
partiality . It attacks the hold ing  com pany 
on ly in the fields o f  e lectric ligh t and 
pow er and natural and artificial gas. The 
other grea t public utilities, tran sp orta­
tion, and the telephone and telegranh, are 
not m entioned. The apparent advantages 
o f  nation-w ide or region -w ide in tegration  
in com m unication  probably  forbad e  dras­
tic action. The course o f  dom estic rates 
fo r  e lectricity  in the past 15 years com ­
pares favorab ly , how ever, w ith  the course 
o f telephone rates.

The th ird characteristic o f  the bill is 
its drastic character. It defines as a hold ­
ing  com pany any com pany that ow ns as 
m uch as 10 'p e r  cent o f  the v o tin g  stock 
o f  another public u tility  or o f  a com pany 
that holds other public utilities. It also 
states that a hold in g  com pany is any com ­
pany that controls a public u tility— a 
vague provision— and it g ives the SEC 
pow er to determ ine when this control 
exists.

F rom  n ext Septem ber to 1942 the h o ld ­

ing  com panies are to live in a condition 
o f  surveillance. T hey m ust all reg ister  
w ith the SEC. The com panies m ust file 
w ith the SEC a lon g  list o f  fa c ts  con ­
cern ing their business relations includ­
ing such m atters as term s o f  underw rit­
ing  agreem ents, nam es o f  ow ners o f  1 per 
cent or  m ore o f  stock  ( i f  know n) con ­
struction  contracts, service contracts, ba l­
ance sheets, incom e accounts, etc.

The SEC has the righ t to grant or to 
w ithhold authority  to issue securities and, 
w ith certain  exceptions, it is provided 
that no securities shall be issued by  any 
hold ing  com pany except as “ appropriate 
in the public in terest or fo r  the p ro tec ­
tion o f  investors or consum ers”  (p . 30 
11. 89 ). Bonds m ay be issued on ly  when 
secured by  a first lien on the physical 
p roperty  o f  the com pany or secured by  an 
obligation  o f  a subsidiary which ob lig a ­
tion is secured by  a first lien on the p h ys­
ical p roperty  o f  the subsidiary. M ore­
over, the com m ission  shall not perm it 
issuance o f  any security  unless (1 ) the 
security  is adapted to the financial struc­
ture o f  the com pany and its subsidiaries; 
(2 ) the security  bears a proper relation  
to the sums prudently  invested in the 
p rop erty ; (3 )  the security  is necessary  to 
the efficient operation  o f  the business, 
and (4 ) the fees  and com m issions are rea ­
sonable.

There are also restrictions on the scope 
o f  hold ing  com pany investm ents. It is un­
law fu l fo r  a h old in g  com pany to acquire 
an in terest in any business other than a 
public utility . A cqu isitions o f  interest in 
in ter-state gas m ains and in other u til­
ities are also restricted.

A fte r  1938, as stated in the Senate bill, 
the screw  is to be g iven  several m ore 
turns. It is m ade the duty o f  the SEC 
to exam ine the corporate  structure and 
the property  o f  every  registered  holding 
com pany and subsidiary  to determ ine the 
extent to which the corporate  structure 
can be sim plified, unnecessary com plex ­
ities rem oved, vo tin g  pow er equitably 
d istributed and the properties and busi­
ness confined to a single g eograph ica lly  
and ecoom ica lly  in tegrated  public u tility  
system . A fte r  January, 1938, or  about 
tw o and on e-ha lf years hence, the SEC 
m ust require every  holding com pany and 
all subsidiaries to d ivest them selves o f 
all hold ings to the extent that each hold ­
ing  com pany shall control only a g e o ­
graph ica lly  and econom ica lly  in tegrated 
unit. A fte r  January 1, 1938, the com m is­
sion m ay order a hold ing  com pany or 
subsidiary dissolved i f  it unduly com pli­
cates the structure o f  the hold ing  com ­
pany system  or  is detrim ental to  the 
proper fu nction in g  o f  an in tegrated  sy s­
tem . P rom ptly  a fte r  January 1, 1940 
(1942 ), the SEC m ust cause every  hold ­
ing  com pany to cease to  be a hold ing  
com pany. H ow ever, the SEC, on term s 
and conditions w hich it m ay determ ine, 
m ay perm it a com pany to continue i f  the 
Federal P ow er Com m ission shall certify  
that the hold ing  com pany relation  is 
necessary  under the applicable state or 
fo re ig n  law  fo r  the operation  o f  an in ­
tegrated  system  extending into tw o or
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m ore contiguous states or into a con ­
tiguous fore ign  country.

These are the provisions that have 
caused people to say, in figurative term s, 
that the bill provides fo r  the im m ediate 
apprehension o f the holding com pany as 
a crim inal, fo r  subjecting  it to torture fo r  
a period o f  years and fo r  its u ltim ate ex ­
ecution. The bill is at one and the same 
tim e a pronouncem ent o f  a sort o f  
m edieval anathem a against the holding 
com pany and a bill o f  attainder.

W hat w ill probably  happen i f  the Sen­
ate bill passes the H ou se?

1. Som e o f  the hold ing  com panies w ill 
probably  qualify  as necessary  fo r  the e co ­
nom ical operation  o f  an in tegrated unit. 
H ow ever, even these m ay be fo rced  to 
sim p lify  their corporate  structures even 
i f  they operate solely  w ithin such a te r ­
r itory .

But in the case o f  such concerns as the 
N orth  A m erican  and the Standard Gas 
and E lectric, the top  hold ing com pany 
will be put out o f  existence as a control 
com pany.

H ow  w ill the equities be disposed o f ?  
I f  the Standard Gas and E lectric  w ere 
forced  to part w ith  the N orthern  States 
o f  D elaw are and its other subsidiaries 
and the N orth A m erican  to g et rid o f  the 
securities o f  their Cleveland and other 
property  and liquidate, how  w ould the 
holders o f  the securities o f  the holding 
com panies fa r e ?  I f  the process w ere car­
ried on gradually  there m igh t not be a 
grea t loss. A t present, o f  course, these 
securities are at relatively  low  prices. A s ­
sum ing a recovery , how ever, w hat w ould 
happen ? I think it m ay be said that the 
holders o f the securities o f  the holding- 
com panies w ould suffer large losses. This 
poin t has been repeatedly  brought out in 
congressional debates and elsewhere. The 
usual answ er o f  the advocates o f  the bill 
is (1 ) that the losses m ust be borne fo r  
the sake o f  disburdening the consum ing 
public o f  the heavy charges im posed by 
the over-capita lization  o f  the com panies; 
(2 ) that the investor who loses must 
blam e the holding com pany that issued 
the securities.

2. The holding com pany m ay cease to 
be a hold ing  com pany in the eyes o f  the 
law be fore  1942 by  d iv ersify in g  its h old ­
ings to the point where it does not own 
as m uch as 10 per cent o f  the votin g  stock 
o f  any one public utility . It w ould have 
to d ivest itse lf o f  all other agencies o f 
control such as in terlock ing directorates. 
The hold ing com pany w ould then becom e 
an investm ent trust. The same group o f 
holding com panies— the b ig  10 which 
w ere said to control th ree-fou rth s o f the 
electrical business o f  the country— m ight 
still own about as m uch stock as before . 
But there w ould be no control, no fees fo r  
m anagem ent or supervision  o f  construc­
tion, or sale o f  fuel or  financing would 
flow  into the treasuries o f  these invest­
m ent concerns. O f course their operating  
expenses w ould likew ise fa ll. P robab ly  
their stocks w ould not go  back to the 
relative level o f  1929. But it is doubtful 
i f  these stocks w ould occu py  the same 
place as they did in earlier years, even 
though the W heeler-R ayburn  bill w ere 
killed in the H ouse or  so am ended as to 
perm it the hold ing  com panies to con ­
tinue.

In the first place the era o f  rapid ex ­
pansion o f  electrical plants is probably  
past. The uses that m ade possible the 
trem endous developm ent o f  the 15 years 
before  the depression  w ere industrial and 
not dom estic. In 1929, not over 13 per

cent o f  the output o f  central stations was 
consum ed by  dom estic users. That this in ­
dustrial load should continue to increase 
at the sam e pace as during the tw enties 
is h igh ly  im probable. It  m ay even de­
cline i f  h igher rates are fo rced  fo r  in­
dustry by reducing dom estic rates. There 
is also the com petition  o f  the m odern 
Diesel engine as a source o f  pow er to be 
considered.

The second fa c to r  that m ay w ell pre ­
vent a relative recovery  o f  holding com ­
pany stocks is stricter regu lation  o f  rates 
and the building o f  com petitive plants by 
the U nited States and local governm ents.

In the la tter part o f  the decade 1920- 
1930 m any statisticians pro jected  the 
curves describ ing  gross incom e, net earn ­
ings and other m easures in to the fu ture 
on the assum ption that w hat had been 
go in g  on in the past— the grow th  o f  busi­
ness, increase o f  earning, dividends—  
w ould go  on in the sam e m anner in the 
fu ture. This procedure had no valid ity . 
The period 1921-1929 was a period  o f  re l­
atively  regu lar advance in all lines o f  
business. It w as the recov ery  and boom  
side o f a business cycle . Such curves are 
valid only i f  constructed fro m  one point 
in one business cycle to the corresp on d ­
ing point in the next cycle. M oreover, re ­
cent studies have shown that m ost types 
o f m anufacture rise to a peak and then 
decline. P roduction  fo r  an entire indus­
try  does not go on increasing  forever , 
neither does it rise to a plateau and then 
run along on the level. In short, the 
potential fu tu re earnings o f  hold in g  com ­
panies, in the gas and especia lly  the elec­
trica l industry, w ere o ften  incorrectly  
foreca st and they w ere over-estim ated 
even had there been on ly a m inor reces­
sion o f  business in 1930.

The m eans o f  en forcem ent o f  the act 
include the usual resort to the courts. The 
act evidently  rests so fa r  as its con sti­
tutional authority  is concerned on the 
pow er o f C ongress to regu late in ter-state 
com m erce. So fa r  as som e o f the com ­
panies are engaged  in transm itting  elec­
tricity  and gas across state lines are con ­
cerned, there can be little doubt, it  wTould 
appear, about the righ t o f  C ongress to 
regu late. W hether the transaction  or 
carry in g  on o f  business by use o f  the 
m ails g ives C ongress the righ t to  re g ­
ulate the businesses them selves is a ques­
tion that the speaker w ill not undertake 
to answer. It is a question fo r  law yers 
and not econom ists.

There are additional regu latory  p rov is ­
ions in the act, other than those already 
m entioned. One o f  the alleged abuses said 
to have been practiced by hold ing  com ­
panies had to do w ith service and m an­
agem ent contracts. The holding com panies 
organized engineering  and m anagem ent 
subsidiaries or departm ents. These de­
partm ents undertook to supervise con ­
struction  o f  new plant, to solve technical 
problem s and to provide m anagem ent fo r  
local concerns. The arrangem ents were 
different w ith d ifferent concerns, and the 
charges varied w idely. The local operat­
ing concerns entered into contracts to pay 
fo r  these services. C om m issions som e­
times objected  to the charges. T hese con ­
tracts are now  forb idden  so fa r  as h old ­
ing com panies are concerned. I quote:

“ Section 13 (a ) .  A fte r  A pril 1, 1936, it 
shall be unlaw ful fo r  (1 )  any registered  
holding com pany or any subsidiary there­
o f other than a m utual service com pany, 
. . .  to  enter into or take any steps in 
the perform an ce o f  any service, sales, or 
construction  contract by which such com -
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pany undertakes to p er form  services or 
construction  w ork  f o r  or  sell goods to, 
any associate com pany th ereo f w hich is 
a public u tility  or  m utual service com ­
pany (p . 58 1. 21-25, p. 59 11. 1 -7 ) .”

Y ou  w ill note that an exception  is made 
fo r  a m utual service com pany. By that is 
probab ly  m eant a com pany ow ned and 
operated fo r  the benefit o f  a num ber o f 
op eratin g  com panies. I know  o f  the e x ­
istence o f  one such m utual com pany and 
there m ay be others. They w ould furn ish  
about the sam e service as the engineer­
ing  or m anagem ent departm ents o f  the 
present hold ing  com panies. But any 
profits that they m ay m ake are returned 
to the operating  com panies. Such m utuals 
are allow ed.

The exception  o f the m utuals in the 
bill is undoubtedly fo r  the purpose o f  at­
tem ptin g  to  secure fo r  sm all local con ­
cerns the benefits that have adm ittedly 
accrued to such concerns from  the super­
vision  o f  them  by a staff o f  w ell trained 
experienced m en attached to the hold ing  
com pany o f  which they are subsidiaries. 
The bill provides fo r  the regu lation  o f  the 
m utual service com panies by  the F ed ­
eral P ow er Com m ission.

H ow  w ill the bill, i f  it becom es a law , 
affect the operating  com pan ies? W ill it 
strengthen  them  or w eaken th em ? To 
g ive a final answ er to this question w ith 
assurance is probably  im possible. Certain 
la rge  concerns like the D etroit Edison, 
Southern C alifornia  Edison , appear to 
have gotten  on v ery  w ell w ithout any 
control by  a hold ing  com pany. M any 
sm all com panies, it is reported, have not 
been w ell run until taken over by  the 
hold ing  com panies. The authors o f  the 
bill recogn ize  this possib ility  and attem pt 
to  provide against it by  perm itting  m u­
tual service concerns to  operate. But 
when once separated from  hold ing  com ­
panies som e region al concerns w ill un­
doubtedly slip into inefficiency. One th ing 
can, how ever, be said and that is, it w ill 
be difficult fo r  a hold ing  com pany to  re ­
duce the assets o f an operating  com pany 
fo r  its own benefit.

H ow  w ill the dom estic consum er fa re  
under the b ill?  It is m y opinion that it 
w ill m ake v ery  little  d ifference to the con ­
sumer. In the first place, h is expenditure 
fo r  e lectrical current and gas is not a b ig  
item  in his budget— $30 or $40 a year. A  
la rg er  use o f  e lectricity  is, w ithout ques­
tion, desirable. But it does not rank in 
im portance w ith  health, education, police 
and w age  levels. I do not believe the aboli­
tion o f  hold ing  com panies w ill reduce any 
consum er’s bill appreciably.

In m y opinion, w hich I g ive  fo r  w hat 
it m ay be w orth , the hold ing  com panies 
grew  up because o f conditions already e x ­
isting  in the industries and because state 
regu lation  w as fa r  fr o m  successfu l. 
W here over-charg in g  o f  the consum er e x ­
isted, or w here w hat the supporters o f 
the bill regard  as ov er-ch a rg in g  existed, 
it has not been due prim arily  to  the h old ­
in g  com pany. It has been due to the in­
herent difficulty o f  regu lation  w hich is 
p artly  ow ning to our federa l system  o f 
governm ent, partly  to certain  lega l prin ­
ciples w ell established in our A m erican  
system  and partly  to  the difficulties o f 
adm inistration  o f  laws o f  all sorts in this 
country.

* * *
P R E S ID E N T  F O U Q U E T T E : On be­

h a lf o f  the association , I w ant to  thank 
Dean Stevenson and his co-w orkers, P ro ­
fessors  M arget, Stehm an and G arver fo r  
their in teresting  talks. I understand that 
the president o f  the South D akota B ank­

ers A ssocia tion  is in our m idst and I 
should like to ask him  to com e to the 
fro n t  and be presented. Mr. G eorge C. 
Fullinw eider.

M R. F U L L IN W E ID E R : This is rather 
unexpected, gentlem en, but I fee l that it 
is v ery  fitting that I should com e to M in­
neapolis to attend the fo r ty -s ix th  anni­
versary  o f  your institution  as an orga n ­
ization . I consider the M innesota B ank­
ers A ssocia tion  a youn ger broth er o f  ours. 
W e celebrated our fiftieth  anniversary 
last year. W e organized  the first bankers’ 
association  in the U nited States in 1884. 
F or  several years, when N orth and South 
D akota w ere a territory , from  1896 to 
1901, due to  d iv id ing  the territory  in tw o 
states, our association  w as rather in ac­
tive, but in 1901 w e started out on a good  
sound basis.

On the 22d, 23d and 24th o f  M ay w e 
held our fifty -first convention in Sioux 
Falls, and at that convention  there w ere 
only three— tw o besides m yself— who 
w ere at the convention  in 1901. There has 
been such a change in the personnel o f 
banking throughout the w hole M iddle 
W est, I w ill venture to say there are very  
fe w  here today  w ho w ere at the M inne­
sota convention  in 1901.

I w ish to extend to you  the fe licita tions 
and best w ishes from  your older brother, 
the South D akota B ankers A ssociation , 
and I thank you  fo r  the priv ilege o f  at­
tending.

P R E S ID E N T  F O U Q U E T T E : G entle­
men, the next order o f  business is the 
presentation  o f  the resolutions by  Chair­
man Lundsten.

y f r  . /■ ""wwwwwvs
u n derw riters ofN /n n ea p ofis

Complete Automobile Insurance

Learn the advantages and value 

of a Lloyds agency connection 

by talking to other bankers now 

representing Lloyds or by visit­

ing our Home Office.

John H. Hauschild, Attorney 

Geo. W. Harsh, Deputy Attorney

N. H. Roberts 
State Agent

M. O. Erickson 
Special Agent

A. C. Fellows 
Special Agent

HOME OFFICE 
113 2  McKnight Building

M inneapolis, Minnesota

Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



44 T H E  C O M M E R C I A L  W E S T

Resolutions
O. W . Lundsten, Minnetonka State Bank, 

Excelsior (Chairman) ; A . O. Stromseth, A t­
water State Bank, A tw ater; H . O. Dilley, First 
National Bank, Northfield; H . N . Burnham, 
First National Bank, Jackson; A . P. Garnatz, 
State Bank of Vernon Center.

Y ou r  com m ittee, appointed b y  the 
president to  d ra ft  suitable resolutions to 
be presented to this 46th convention  o f  
the M innesota Bankers A ssociation , here­
by  presents fo r  y ou r consideration  and 
adoption  the fo llow in g  declaration  o f  
p rin cip les :

F irst, w e reaffirm  our adherence to 
the ad vocacy  fo r  the ex istin g  system  o f  
unit banking and fo r  the dual system  
o f  state and national banks as the sy s ­
tem  best adapted to  the com m ercial, in ­
dustria l and agricu ltural interests o f all 
the people and w e strenuously oppose 
all provisions o f  the proposed  B anking 
A c t  o f  1935 or  any am endm ent thereto, 
w hich in any w ay  threatens the elim ina­
tion, existence and perpetuation  o f  inde­
pendent banking in the U nited States.

Second, that w e are firm ly  o f  the 
opin ion  that i f  the F ederal D eposit In ­
surance C orporation  is to  continue and 
m aintain its solvency  a close coord ina­
tion  betw een state and F D IC  supervisory  
departm ents should ex ist to  the end that 
banks w ill be m ore u n iform ly  operated 
and un iform  system s o f  exam inations 
and supervision  w ill have the tendency 
to bring  the desired results.

W e are firm ly opposed to any political 
or centralized control o f  our banking 
system  and to that end w e approve in 
substance T itles I, and III o f  the 
B anking A c t  o f  1935. W e believe it 
w ould  be fo r  the best interests o f  the 
banking business and to the people o f  
our coun try  that no im m ediate action 
in the passage o f  T itle  II should be tak ­
en, but that it be delayed fo r  fu rther 
study and consideration.

W e believe that T itle  I w ith certain  
m odifications should be passed prior  to 
Ju ly 1, 1935, and that the T itle  as 
passed by  the H ouse o f R epresentatives 
should be passed by  the Senate, which 
elim inates the necessity  o f  state banks 
jo in in g  the Federal R eserve System  in 
order to continue as insured banks in 
the FD IC , but that the fixed annual 
assessm ents should not exceed l /1 6 th  o f 
one per cent.

The postal savings system  in the past 
few  years has developed into an unsatis­
fa c to ry  com petitor and the interest paid 
upon savings deposits at the present 
tim e is m ore than is justified under 
ex isting  conditions and w e are o f  the 
opin ion  that a greater d ifferential should 
ex ist betw een the rate paid on postal 
savings and the rates paid by  banks on 
tim e and savings deposits and that the

rate o f interest required o f  the banks to 
be paid on postal savings be prop ortion ­
ate ly  reduced.

W e believe that a nation ’s grea test 
assets are happy, contented hom es and 
firesides, and that her grea test strength  
is the m orale o f  her people. T hat every  
m an ’s hom e should be his castle  where 
none dare m olest or m ake him  afraid . 
W e fu rther believe that h igh  above tem ­
p orary  rules o f  a lphabetical codes o f  
R F C , N R A , A A A , and all others, should 
be perm anently  em blazoned the letters 
H -O -M -E .

W hereas, agricu lture p lays so large 
a part in the developm ent n ot on ly  o f  
our own state, but o f  the entire N orth ­
w est, be it resolved  that we, both  as 
individual bankers and as the M innesota 
Bankers A ssociation , p ledge ourselves to 
exert our influence at W ash ington  that 
C ongress shall g ive  to agricu lture the 
sam e earnest thought and consideration  
that it g ives to industry and labor.

W e are not unm indful o f  the excellent 
services to the agricu ltural in terest o f 
M innesota g iven  by  the D epartm ent o f  
A gricu ltu re  o f  our State U n iversity  and 
every  assistance should be g iven  by  the 
bankers o f  M innesota in continu ing the 
fine cooperative  sp irit that has been 
show n in the past.

W e exceed ing ly  regret that Dr. A n ­
drew Boss is retirin g  from  active w ork  
in connection  w ith the U n iversity  o f  
M innesota and appreciate keenly the 
valuable service g iven  by  him over a 
lon g  period o f  years to  the agricu ltural 
interests o f  our state. W e w ish to ex ­
press to him our sincere appreciation  
w ith the hope that he m ay en joy  fo r  
m any years the rest that he has so ju st­
ly  earned as an im portant contributor to 
the science o f  agricu lture and its suc­
cessfu l developm ent in the State o f  M in­
nesota under his supervision.

W e w ish to thank the C learing H ouse 
A ssocia tion  o f  M inneapolis fo r  the part 
they  have played in furn ish ing the w on ­
derfu l entertainm ent fo r  this convention  
and we appreciate their w illingness to 
do m ore than their part to m ake this 
convention  such a success. W e also w ish 
to thank the various speakers w ho have 
appeared upon our program  and are 
gra te fu l to them  fo r  the m essages they 
have brought to us.

W e wish at this tim e to extend our 
best w ishes to Mr. B aldridge, ch ief na­
tional bank exam iner fo r  the 9th D is­
trict, w ho unfortunately  has been con ­
fined to the hospital fo r  a num ber o f 
w eeks, and we hope fo r  his speedy r e ­
covery  and that he m ay soon be back  at 
bis regu lar vocation  and en joy  good  
health.

O. W. LUNDSTEN

W e express to C om m issioner o f  Banks 
E lm er Benson and to the C om ptroller 
o f  the Currency J. F. T. O ’Connor, our 
appreciation  fo r  their desire to  d iscou r­
age the applications fo r  bank charters 
in tow ns that are now  am ply supplied 
w ith banking services to  the end that 
M innesota w ill not becom e over-banked 
and w ith the thought that charters w ill 
on ly  be issued when there is sufficient 
dem and and am ple business in the te r ­
r itory  to w arrant additional banking fa ­
cilities. W e pledge them  our support in 
this regard.

R E S O L V E D , That our A ssocia tion  ex ­
press its thanks and apprecia tion  to the 
president o f  our A ssociation , Mr. Dan 
J. Fouquette, fo r  the adm irable m anner 
in w hich he bas presided over its affairs 
and in tak ing care o f  the interests o f  
our A ssociation  during the past year, 
and to our efficient and capable secre­
tary , M r. W illiam  Duncan, Jr., fo r  his 
clear, in telligent and untiring w ork  in 
connection  w ith his office and w e con ­
gratu late  him on the v ery  pronounced 
success w hich has crow ned his efforts.

* * *
M R. L U N D S T E N  (C hairm an o f  R eso ­

lutions C om m ittee): I m ove the adoption 
o f  these resolutions.

P R E S ID E N T  F O U Q U E T T E : I have 
here the resolutions, gentlem en. W hat is 
your w ish ?

W . F. K U N Z E : I second the m otion.
P R E S ID E N T  F O U Q U E T T E : The res­

olution has been presented and seconded. 
A ll in fa v o r  say “ A y e ” ; contrary  “ N o.”  
M otion  carried.

P R E S ID E N T  F O U Q U E T T E : W e com e 
now  to consideration  o f our Constitution 
and B y-law s. I should like to call on 
M r. C om aford.

M R. C O M A F O R D  (A ttorn ey , M inne­
a p o lis ): The resolution  rega rd in g  the
Constitution provides fo r  a re -w ritin g  o f  
the entire C onstitution so as to line it 
up in the order o f  the various th ings 
covered and fo r  that reason  the resolu ­
tion  regard ing  the Constitution reads in 
this fash ion :

PIPER, JAFFRAY 8c H O PW O O D
M I N N E A P O L I S  S T .  P A U L

S T O C K S  B O N D S  G R A I N  C O M M E R C I A L  P A P E R

M E M B E R S  O F
N E W  Y O R K  S T O C K  E X C H A N G E  N E W  Y O R K  C U R B  E X C H A N G E  ( A S S O C . )
M P L S .  C H A M B E R  O F  C O M M E R C E  M P L S . - S T .  P A U L  S T O C K  E X C H A N G E
C H I C A G O  B O A R D  O F  T R A D E  C H I C A G O  S T O C K  E X C H A N G E

C H I C A G O  C U R B  E X C H A N G E  A S S N .
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Constitution
BE IT  R E S O L V E D  that the C onstitu ­

tion  o f  the A ssocia tion  be am ended to 
read as fo llo w s :

A R T IC L E  I 
N am e

The nam e o f  this A ssocia tion  shall be 
the “ M innesota Bankers A ssocia tion .”

A R T IC L E  II 
M em bership

Section  1. A n y  N ational or State Bank, 
T rust C om pany or  Savings Bank, located 
in the State o f  M innesota m ay becom e 
an active m em ber o f  this A ssocia tion  
upon the paym ent o f  such annual dues as 
shall be provided fo r  in the B y-L aw s.

Section  2. A n y  bank or tru st com pany 
located outside the State o f  M innesota 
and any corporation , firm  or individual 
w ithin or w ithout the State o f  M innesota, 
dea ling  in bonds, m ortgages or com m er­
cial paper, m ay becom e an associate 
m em ber o f  this A ssocia tion  upon invita ­
tion  fro m  the Council o f  A dm in istration , 
upon the paym ent o f  such annual dues 
as shall be provided fo r  in the B y-L aw s.

Section  3. H onorary  m em bers m ay be 
elected by  the Council o f  A dm in istration .

Section 4. H on orary  and A ssocia te  
m em bers shall be entitled to en joy  all the 
priv ileges and courtesies o f  the A ssoc ia ­
tion, including A ssocia tion  and G roup 
m eetings, ex cep t the righ t to vote, to  
hold elective office, o r  to participate in 
the benefits o f  the protective  w ork  o f  the 
A ssociation .

Section 5. A n y  m em ber m ay be ex ­
pelled fro m  the A ssocia tion  upon a tw o- 
thirds vote  o f the delegates present and 
votin g  at any m eeting  o f  the A ssociation .

Section  6. The w ord “ M em ber”  as 
hereinafter used in the Constitution  and 
B y -L aw s, m eans a m em ber w hich has 
paid its requ ired annual dues to the A s ­
sociation .

Section 7. M em bers shall be organized  
in units, term ed “ G roups,”  w hich grou ps 
shall correspond territoria lly  to the Con­
gression al d istricts o f  the State o f  M in­
nesota as th ey  w ere organized  im m e­
d iately  prior  to the R eapportionm ent A c t  
o f  C ongress o f  1930, and on ly m em bers 
o f  this A ssocia tion  shall be elig ib le  to 
m em bership in such groups.

A R T IC L E  III
M eetings, R epresentation  and V otin g
Section  1. There shall be an annual 

m eeting  o f  the A ssocia tion  and such 
other m eetings as m ay  be called b y  the 
Council o f  A dm in istration . A ll m eetings 
shall be held at such tim e and p lace as 
the Council m ay determ ine.

Section 2. Such m eetings shall be com ­
posed o f  one delegate fro m  each m em ber 
o f  the A ssocia tion , w hich  delegate m ust 
be an officer or d irector or  trustee o f  the 
institution, or a m em ber o f  the firm 
w hich  he represents. N o delegate shall 
represent m ore than one m em ber.

Section  3. In the election  o f  officers 
and in all other m atters upon w hich a 
vote  is taken at any m eeting, each active 
m em ber shall have one vote  only, to  be 
cast b y  its prop erly  accredited  delegate.

Section  4. D elegates shall vote in p er­
son ; no v o tin g  by  p roxy  shall be p er­
m itted. A ll votes shall be v ive  voce, un­
less otherw ise ordered, except on elec­
tions w hich shall be by  ba llot; any dele­

gate m ay at any tim e dem and a div ision  
o f  the house.

A R T IC L E  IV  
Officers and A dm in istration

Section  1. The A dm in istration  o f  the 
affairs o f  the A ssociation , not otherw ise 
delegated, shall be vested in a Council 
o f  A dm in istration , consisting  o f  the 
P resident; V ice  P resident; the retiring  
P resident; the S ecretary ; the T reasurer; 
and one m em ber elected (su b ject to  the 
approval o f  the annual m eeting  o f  the 
A ssoc ia tion ) from  each group . A ll m em ­
bers o f  the Council except the Secretary , 
shall be officers o f  active m em bers. M em ­
bers elected by  the groups shall be o f ­
ficers o f  active m em bers o f  the group  by  
w hich th ey  are elected and shall reside 
in the te rr itory  o f  that group.

Section  2. The term  o f  office o f  e lec­
tive m em bers o f  the C ouncil o f  A d m in ­
istration  shall be three years, exp iring  at 
the close o f  the annual m eeting o f  the 
A ssocia tion  in the fo llow in g  y ears:

Those elected b y  the 1st, 2nd, 3rd and 
5th G roups shall exp ire in 1935, and 
every  th ird  year thereafter.

Those elected by  the 4th, 6th and 10th 
G roups shall exp ire in 1936, and every  
third year thereafter.

Those elected by  the 7th, 8th and 9th 
G roups shall exp ire in 1937, and every  
third year thereafter.

Section 3. W here an elective m em ber 
o f  the Council o f  A dm in istration  shall 
have served on e-ha lf or m ore o f  a three- 
year term , he shall not be elig ib le to 
succeed h im self.

Section 4. The officers o f  this A ssoc ia ­
tion shall be a President, a V ice  P resi­
dent, a Secretary , and a Treasurer.

Section  5. The President, V ice  P resi­
dent and T reasurer shall be elected by  
ba llot at each annual m eeting, and shall 
serve until the next annual m eeting, and 
until their successors are elected. N om ­
inations fo r  President, V ice  President 
and T reasurer shall be m ade by  a N om - 
tinating  Com m ittee consisting  o f  all o f  
the group P residents and the President 
o f  the A ssociation . The com m ittee shall 
e lect from  its m em bers a chairm an 
and a secretary  and m eet to m ake its

nom inations at least 30 days b e fo re  the 
annual m eeting. N othing in this section  
shall be construed to  prevent other n om ­
inations from  the floor o f  the annual 
m eeting. A ll nom inations shall be m ade 
at a regu lar  session o f  the annual m eet­
ing at least 24 hours p r ior  to the elec­
tion  o f  such officers.

Section 6. I f  any officer o f  the A sso ­
ciation , exceptin g  the S ecretary , ceases 
to be an officer o f  an active m em ber, or 
i f  any m em ber o f  the Council o f  A dm in ­
istration , elected by  a grou p  ceases to be 
an officer o f  an active m em ber o f  that 
grou p , or to  reside in the territory  o f  
that group , his office shall thereupon  be­
com e vacant. A n y  office becom ing  vacant 
thereby, or  by  any other cause, shall be 
filled fo r  the unexpired term  by  the re ­
m aining m em bers o f  the C ouncil o f  A d ­
m inistration .

A R T IC L E  V  
A m endm ents

Section  1. This C onstitution  m ay be 
altered or am ended at any m eeting b y  a 
vote  o f  tw o-th irds o f  the delegates p res­
ent and entitled to v ote ; provided, h ow ­
ever, that no vote on any proposed  
am endm ent to the C onstitution  shall be 
taken prior  to the next day fo llow in g  the 
in troduction  o f  such proposed  am endm ent 
at a regu lar session  o f  such m eeting.

* * *

M R. C O M A F O R D : The first change in 
the Constitution is m ade n ecessary  by 
the fa c t  that you  w ant to retain  your 
ten groups, as your old constitution  p ro ­
vided that your groups be the sam e as 
the C ongressional d istricts. T h is w ould 
have reduced them  to nine and the effect 
o f  the am endm ent w ill be to retain  them  
as in the past.

N ow  the section  in regard  to  the 
m eeting  date o f  your groups is new  and 
is m ade necessary  b y  the fa ct that som e 
o f  your groups m eet be fore  the conven ­
tion and som e a fterw ard , and i f  it  w ere 
not fo r  the change, they w ould continue 
to m eet at different tim es. This definitely 
fixes the year in w hich the representative 
from  each group  expires.

These proposed  am endm ents w ere read 
at a previous m eeting  and are, therefore , 
available fo r  action  today.

P R E S ID E N T  F O U Q U E T T E : A p p rov ­
ing  am endm ents to our Constitution re ­
quires a tw o-th irds vote  o f  the votin g
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Mr. Banker:

There are dividends 
for you in our new 
special contract and 
we can show you where 
it would he well worth 
your while to write us 
regarding our liberal 
agency contract.

Make your insurance 
connection with a com­
pany that is a North­
west institution— a 
company that makes its 
investments in the 
territory it serves— a 
company for your best 
interest, first, last 
and always.

S. H. Witmer, 
President.

s?'j ' V  \  •>
POLICYHOLDERS NATIONAL
- LÍFE INSURANCE COMPANY -

OLD LINE LEGAL RESERVE •* SIO UX FALLS -  SOUTH D A KO TA

R. M. RICE
M E M B E R

M P L S .-S T . P A U L  ST O C K  E X C H A N G E

TRADING EXCLUSIVELY W ITH  
BANKS, DEALERS, BROKERS
W e particularly solicit inquiries in Minne­
apolis Gas Light Units and Preferred Stocks.

630 M A R Q U E T T E  A Y E ., M IN N E A P O L IS  
Bridgeport 2239

body, and the votin g  upon the C onstitu ­
tion and the B y-law s w ill be voted  upon 
separately. H ow  do you  wish to vote  on 
the am endm ents to the C onstitution, as a 
w hole or sep arate ly?

M R. D A N  M A H O N E Y : A s a w hole.
P R E S ID E N T  F O U Q U E T T E : W ill

som eone m ove the adoption  o f  the am end­
m ents ?

G. A . H A V E N : I m ove the adoption 
o f  the C onstitution as read.

M R. A . B. L A R S O N : I second the m o­
tion. (C a rr ied ).

P R E S ID E N T  F O U Q U E T T E : A n y  dis­
cussion ?

M R. P E Y T O N : I w ould like to ask the 
question w hy they are lim iting  nom ina­
tions from  the floor. A s I hear the w ay 
it is read, it states that nom inations 
have to be in 24 hours b e fore  a m eeting. 
I f  we arrive one evening, and i f  there 
was a disposition  to nom inate from  the 
floor, it w ould  have to  be done the next 
m orning. That really  puts us back to the 
original nom ination.

P R E S ID E N T  F O U Q U E T T E : T hat is 
a fa ir  question, I think. I should like to 
ask Mr. Duncan to answ er that.

S E C R E T A R Y  D U N C A N : Several
years ago action  w as taken to recogn ize  
the sm oker as a part o f  the official con ­
vention. That w as done fo r  the purpose 
o f  gettin g  aw ay from  detail that it had 
been necessary  to take up at the open­
ing o f  the regu lar convention  the fo llo w ­
ing  day and to get aw ay from  reports. 
So the sm oker is recogn ized  as a part o f 
the official proceed ings o f  the conven­
tion. T hat w ould take care o f  the ques­
tion, M r. P eyton , that you asked as fa r  
as presenting  the nom inations from  the 
floor 24 hours ahead is concerned. It 
w ould hardly be 24 hours, but w ould 
g ive  p ractica lly  a day to consider n om i­
nations from  the floor the evening o f  the 
sm oker. That is just explanatory  o f  the 
situation so fa r  as the actual operation  
o f the convention  is concerned. Y ou r 
point is a good  one w here w e are con ­
fining the convention  to tw o days. This 
year it is three days. It w as taken up 
at the regu lar session o f the convention 
yesterday. H ow ever, i f  the convention  
is cut down to tw o days, it w ould be 
necessary  then fo r  nom inations to  com e 
fro m  the floor o f  the convention  the eve­
n ing  o f  the sm oker. Official acts have 
been perform ed  at sm okers, w hich have 
been recogn ized  as an official part o f 
our convention.

P R E S ID E N T  F O U Q U E T T E : D oes
that answ er your question, M r. Peyton  ?

M R. P E Y T O N : Y es, thank you.
F. H. K R IZ : H ave w e alw ays been 

lim ited to one delegate from  each ba n k ?
S E C R E T A R Y  D U N C A N : One votin g  

delegate.
P R E S ID E N T  F O U Q U E T T E : Is there 

any fu rth er d iscu ssion ? A pp arently  not. 
A ll in fa v o r  o f  the am endm ent as read 
fo r  adoption, p lease s ign ify  by  saying 
“ A y e .”  C ontrary “ N o.”  Carried.

W e now  com e to the consideration  o f  
the am endm ents to the B y-L aw s.

Am endm ents to B y-L aw s
M R. C O M A F O R D : There are three 

proposed  am endm ents to the B y-L aw s, as 
fo llo w s :

Section 1, j, o f  A rticle  II, re fers  to 
the duty o f  the S ecretary  to furn ish  each 
m em ber a cop y  o f  the convention  p ro ­
ceedings.

P R E S ID E N T  F O U Q U E T T E : H ow  do 
you  w ant to act on these am endm ents?

M R. C O M A F O R D : Separately, as they 
are separate resolutions.

J. A . A L L E N : I m ove w e vote  on them  
altogether.

M R. C R A IG : I second it. (M otion  car­
ried ).

P R E S ID E N T  F O U Q U E T T E : W ill
som eone m ove the adoption  o f  the am end­
m ents as read ?

F R A N K  P. P O W E R S : I m ove their 
adoption.

J. D A N IE L  M A H O N E Y : I second it. 
(M otion  carried .)

M. E. U G G E N : I w ould  like to  ask a 
question on the second proposed  am end­
m ent. T hat re ferr in g  to our d istrict, No. 
2, requires that our m em ber o f  the Coun­
cil be elected at the d istrict m eeting. 
W e haven ’t had our d istrict m eeting. The 
m em ber’s term  expires at this tim e. W ill 
w e be w ithout a m em ber or  can w e elect 
one from  the floo r?

S E C R E T A R Y  D U N C A N : The m em ­
bers o f  the Council are nom inated by  the 
district. That is a provision  under our 
old B y-L aw s. Then the nom inations are 
made at a regu lar convention  and the 
nom inee selected recogn ized  by  the C on­
vention  is elected by  the Convention. In 
the Second district your officers ov er­
looked the fa c t  it w as necessary  to n om i­
nate. T h erefore , there is a vacancy  ex ­
isting under the rules o f  the convention, 
and the Council o f  A dm in istration  has 
the righ t, in fa ct, it is m andatory, fo r  it 
to fill that vacancy . W e w ill g ive  you  
representation  this afternoon . S u gges­
tion has been m ade that instead o f  the 
Council tak ing it upon itse lf to  select a 
m em ber fo r  you, that you  m en here rep ­
resenting the Second district, g e t to ­
gether and su ggest to the Council w hom  
you w ould like that person  to be. That 
w ould be fa ir ly  representative, i f  there 
are a num ber o f  the banks represented 
here. Otherw ise, it is incum bent upon 
the Council to appoint a m em ber this 
afternoon.

The last couple o f  years the m achinery 
has been throw n out o f  k ilter. I w as 
president o f  the association  and I re ­
signed before  the expiration  o f  m y term . 
The v ice president w as elected to suc­
ceed m e as president, and a new  vice 
president w as elected in his p lace by  the 
Council. C onsequently there w ere v a ­
cancies there and in som e instances m em ­
bers m oved out o f the district into other 
d istricts and we had resignations.

It w as v ery  indefinite under the old 
set-up as to the expiration  o f  the s ta g ­
gered  term s. C onsequently, w e have a 
num ber o f  expirations this year. This new  
set-up w ill c la r ify  the situation. It  w as a 
contingency  that had never occurred be­
fo re  and w ill take care o f  any contingency  
that m ight arise in the fu ture. In  your 
second d istrict you  should be getting  to ­
geth er to present som e nam e to the 
Council fo r  consideration  this afternoon . 
Y ou  will not be w ithout representation.

P R E S ID E N T  F O U Q U E T T E : Is there 
any fu rth er d iscussion? A pp arently  not. 
T hose in fa v o r  s ign ify  by  saying  “ A y e .”  
C ontrary  “ N o .”  Carried.

W e w ill now  have the report o f  the 
N om inating  Com m ittee, M r. A . B. L ar­
son:

A . B. L A R S O N : I f  you  look  at the p ro ­
gram  you w ill see that I am  about the 
last. W e are about to close the conven ­
tion. I am sure it has m eant a great
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deal to all o f  you, as it has to me, and 
especia lly  to  our able president and sec­
retary  to know  that w e are g o in g  to  close 
w hat I dare say is the m ost successfu l 
convention  the M innesota Bankers A s so ­
ciation  has ever held. O f course that sets 
a h igh  m ark fo r  the in com ing executive 
council and the new  officers to fu lfill, or 
ta rg et to shoot at. But I think you  w ill 
agree when you hear the proposed  ticket 
and the report o f  the convention  to know  
w ho the Council m em bers are that are 
go in g  to rep lace those g o in g  out. I f  you 
fo llow ed  M r. C om aford ’s report, you  will 
notice fo u r  o f  the present Council m em ­
bers go  out this year, and I am  included.
I cannot claim  any honor fo r  the success 
o f  this convention ; it is due principally  to 
our president, because I w as appointed 
to fill a vacan cy  and have n ot spent a 
g rea t deal o f  tim e in the association . I 
w ish  to  say it has been a grea t pleasure.

M r. C om aford  has already explained to 
you  how  these m en are nom inated. He 
has explained the new  proposa l, and he 
has explained th at the presidents o f  these 
ten groups through  the state, w hich is 
divided into ten C ongressional districts, 
are autom atica lly  the N om inating  Com ­
m ittee. It m akes it v ery  dem ocratic. I 
w ant to  say r igh t here that there w as 
no influence used by  either the president 
or the secretary  on this com m ittee or  any 
suggestion  w hatsoever m ade. W e w ent 
into that com m ittee openm inded and w e 
organized our com m ittee and they  put 
me on as chairm an. W e proceeded in the 
regu lar w ork  and w e cam e to the ba llot 
w ithout any influence fro m  anybody. I 
believe that arrangem ent o f  nom inations 
is as fa ir  as anyth ing that can be made, 
as it gets every  d istrict in the state to 
back their president, and w hoever they 
choose in the d istrict is the man that 
p icks the m aterial to head your organ iza ­
tion. The nam es o f  the people on that 
com m ittee are as fo llo w s :

A . B. L arson , F aribau lt, 3d D istrict; 
A . S. N ew com b, M inneapolis, 5th D is­
tr ic t ; H. L. H arrington , W inona, 5th D is­
tr ic t ; Guy F. Jensen, M inneapolis, 10th 
D istrict; W . A . Putm an, Duluth, 8th D is­
tr ic t ; J. H. Tem brock , O gem a, 9th D is­
tr ic t ; Edw . A . Olson, Starbuck, 7th D is­
tr ic t ; I. J. H auge, B lackduck, 6th D is­
tr ic t ; F . A . Tim m , B alaton, 2nd D istrict.

W e had one absentee at the m eetin g ; 
there w ere nine o f  us. (S ee page 9 fo r  
report as presented at sm oker.)

P E E S ID E N T  F O U Q U E T T E : W e w ill 
proceed  to elect the officers in order; the 
first being  the office o f  president. A t  this 
m eeting  there is still tim e fo r  nom ina­
tions o f  other nom inees fro m  the floor. I 
present the opportunity  at this tim e fo r  
any other nom inations fro m  the floor.

M R. H O E L : M r. P resident, I m ove 
that the nom inations fo r  the office o f  
president be declared closed and that our 
secretary  be instructed to cast a unani­
m ous ba llot fo r  the election  o f  W illiam
N. Johnson as the n ext president o f  our 
association .

M R. T A L L A K S O N : I second that m o­
tion. Carried.

P R E S ID E N T  F O U Q U E T T E : W ill the 
secretary  cast the b a llo t?

S E C R E T A R Y  D U N C A N : So ordered.
P R E S ID E N T  F O U Q U E T T E : Mr. M at- 

son, w ill you  please escort our new  p resi­
dent to the ch a ir?  (W h ich  Mr. M atson 
did .) Gentlem en, your new  president! 
(A p p lau se )

P R E S ID E N T  W IL L IA M  N. JO H N ­
SO N : Thank you. I had a speech pre­

pared tw o years ago  fo r  ju st such an 
occasion  as this. I have fo rg o tte n  that 
speech en tirely  and I hesitated to pre­
pare another one fo r  this year. Serious­
ly , I count it a d istinct honor to be 
president o f  this association  and I am 
very  gra te fu l to you  m em bers fo r  g iv in g  
m e th at priv ilege. I realize there is_ a 
considerable am ount o f  responsib ility  
that goes w ith  it. I p ledge m y se lf to  do 
everyth ing  I can to prom ote and to  con ­
tinue the good  w ork  o f  this association . 
W e are 46 years old and there is a lot 
o f  tradition  in this association . It has an 
enviable record ; that record  ought to  be 
m aintained w ithout favoritism . A n yth ing  
I can do to fu rth er the cause o f  the as­
sociation  on that basis, I w ill be glad 
to do. Thank you  v ery  much. (A p p lau se )

P R E S ID E N T  JO H N S O N : M r. F ou- 
quette, w ill you  stand up, p lea se?  Y ou  
are now  the past president o f  this asso­
ciation  and it is m y v ery  p leasant duty 
to fu rth er express on behalf o f  the m em ­
bers o f  this association  their gratitude 
and thanks fo r  your services during the 
past year. E vents o f  considerable im por­
tance' to the banking fra tern ity  and to 
our association  have transpired. I re fe r  
to the state and federa l leg islation  w hich 
w e have had to contend w ith. Y ou r 
stew ardship during that period  has not 
been found w anting. Y ou  have done your 
w ork  ably and w e w ill, in accordance 
w ith a lon g  established custom  o f  our 
association , fu rther express th at g ra ti­
tude w ith a g ift , not fo r  its in trinsic value 
but as a rem inder o f  your service to this 
organization . Our com m ittee appointed to 
m ake this selection  have had considerable 
difficulty. T hey fou nd  upon close ly  exam ­
in ing your affa irs that you  w ere so w ell 
endow ed w ith chattels that there w as 
noth ing really  you  needed, bu t th ey  did 
d iscover that in your new  autom obile you  
lacked a r a d io . ' A nd k n ow in g  that you 
w anted to keep abreast o f  current events 
at all tim es, they w anted you  to have a 
radio fo r  your car. I present you  w ith  
an order fo r  the best radio there is. 
Please accept it w ith the com plim ents o f 
this association  and our sincere _ good  
w ishes fo r  your continued success in the 
banking business.

M R. F O U Q U E T T E : Gentlem en, I
thank you. T o have served a la rge group 
such as the M innesota B ankers A ssoc ia ­
tion  and to know  that a sizeable num ber 
has been pleased, is indeed g ra tify in g . I 
accept the g ift  w ith  the sincerest and 
keenest appreciation  and I m ost heartily  
thank you.

P R E S ID E N T  JO H N S O N : Gentlem en, 
in accordance w ith y ou r by -law s, w e w ill 
now  vote  to fill the office o f  v ice  p resi­
dent fo r  the ensuing year. The chair w ill 
accept nom inations. W e have b e fore  us 
the nam e o f  O lu f Gandrud, as nom inated 
by  your N om inating  C om m ittee. A re 
there any fu rth er nom inations fro m  the 
floor at this tim e?  I f  not, w ill som eone 
m ove that the nom inations be closed fo r  
the office o f v ice  p resid ent?

M. E. K A L T O N : (W e lls ) I so m ove. 
(M otion  seconded, carried )

P R E S ID E N T  JO H N S O N : M r. Gand­
rud, you  are now  elected to the office o f  
v ice president o f  this association . W ill 
you  com e up, p lease?

M R. G A N D R U D : Mr. President, M em ­
bers o f  the M innesota Bankers A ssoc ia ­
tion : I believe I w ould  be noth ing  short 
o f  ungra tefu l i f  I did n ot fee l called upon 
at this tim e to express m y appreciation  
and to thank the m em bers o f  the com -
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G E O R G E  A . H A V E N : I have the 
pleasure o f  p lacing  M r. T hul’s nam e fo r  
nom ination. (Seconded, carried )

P R E S ID E N T  JO H N S O N : A nd from  
the 10th D istrict, fo r  term  exp iring  in 
1936, the nam e o f  F rank P. P ow ers.

J. A . A L L E N : I take grea t pleasure 
in p lacing  the nam e o f  Mr. Frank P ow ers 
in nom ination.

F. A . B U S C H E R : I second the m otion . 
(C arried)

P R E S ID E N T  JO H N S O N : A nd from  
the 2d D istrict.

S E C R E T A R Y  D U N C A N : It is not up 
to the convention  to elect w here a v a ­
cancy  exists, under our by -law s, and the 
nam e presented by  the delegates from

Meeting of A.

the 2d D istrict w ill be presented to the 
Council o f  A dm in istration  this afternoon .

F. A . T IM M : I w ish to place in nom ­
ination the nam e o f  M r. H . M. Burnham .

P R E S ID E N T  JO H N S O N : T hat w ill 
have consideration  at the Council o f  A d ­
m inistration, this afternoon .

P R E S ID E N T  JO H N S O N : The 5th D is­
tr ic t w ill have consideration  this a fte r ­
noon also. I f  there is no fu rth er business 
to com e be fore  the convention , I shall 
entertain  a m otion  to adjourn .

F R A N K  P. P O W E R S : I m ove w e ad­
journ . (M otion  seconded and carried .)

(M eetin g  declared adjourned at 12:25 
p. m .)

B. A. Members

m ittee fo r  offering  m y nam e and to  
thank the m em bers o f  the association  
w ho elected me. It has been m y pleasure 
to  serve on the Council o f  A d m in istra ­
tion  fo r  the past tw o years. M y associa ­
tion  w ith these m en has been a great 
pleasure to me. T h erefore , I n ot only 
deem  it a great honor but a priv ilege to 
serve on the Council this com ing year.

P R E S ID E N T  JO H N S O N : W e m ust 
now  proceed  to  the election  o f  a treas­
urer fo r  the ensuing year. You^ have 
heard the N om inating  C om m itee’s _ re ­
port. A re  there any fu rth er nom inations 
fro m  the floo r?

G EO RG E A . H A V E N : I m ove the 
nom inations be closed and that the secre­
tary  cast the ba llot o f  the association  fo r  
M r. W . C. K rog , o f  the F arm ers & M er­
chants State Bank o f  Stillw ater fo r  
treasurer fo r  the ensuing year. (M otion  
seconded, carried )

P R E S ID E N T  JO H N S O N : M r. K rog , 
you  are now  the new treasurer o f  our as­
sociation .

W . C. K R O G : M r. President, M em bers 
o f  the A ssocia tion : I thank you  very  
m uch fo r  the honor that you  have con ­
fe rred  upon m e and I w ant to say that 
I shall try  to serve you  to the best o f 
m y  ability. Thank you.

S E C R E T A R Y  D U N C A N : D ean Stev­
enson is out in the lobby  and says that 
he has several cars ready to take the 
m em bers to the U n iversity  w ho are g o ­
in g  to  attend the round table conference 
and luncheon.

P R E S ID E N T  JO H N S O N : It is neces­
sary to confirm  the election  o f a num ber 
o f  new  council m em bers, the first being  
fro m  the 9th D istrict, M r. B erg. H e has 
been elected by  this d istrict to serve on the 
Council fo r  three years, the period  exp ir­
ing  in 1937. It is necessary  that this 
group  officially confirm  that election. 
W ill som eone m ake the nom ination  fro m  
that d is tr ict?

A . A . H A B E D IC K : I w ish to  offer 
M r. B erg ’s nam e.

A . B. L A R S O N : I second it.
P R E S ID E N T  JO H N S O N : It  has been 

m oved and seconded that Mr. B erg  be 
nom inated as a m em ber o f  the Council o f  
A dm in istration  fo r  the 9th D istrict. I put 
the question  to you  now. Those in fa v or , 
p lease indicate by  saying  “ A y e ” ; contrary  
“ N o.”  Carried.

F rom  the 7th D istrict, M r. N. H. 
Tallakson  has been nam ed fo r  the term  
exp ir in g  1937.

O L U F  G A N D R U D : In the absence o f 
the president from  our d istrict, it is m y 
pleasure to place M r. T allakson ’s nam e 
fo r  the approval o f  the convention.

J. E . O D E G A R D : I second the m otion. 
(C arried )

P R E S ID E N T  JO H N S O N : A nd now  
fro m  the 3d D istrict, w e have the nam e 
o f  H . R. K urth .

A . B. L A R S O N : I p lace M r. K urth ’ s 
nam e in nom ination  from  the 3d D istrict.

J. T. P E T E R S O N  (L e  S u eu r): I sec­
ond the m otion. (C arried )

P R E S ID E N T  JO H N S O N : A n d  from  
the 1st D istrict, Frank J. Thul.

A . J. V E IG E L , M inneapolis, presid ing.
M R. V E IG E L : The first order o f  busi­

ness o f  the M innesota m em bers o f  the 
A m erican  Bankers A ssociation  is to  elect 
a successor to M r. V e ige l as a state vice 
president here to serve at the opening 
date o f  the A .B .A . to  represent us.

O L U F  G A N D R U D : I w ould like to 
place in nom ination  M r. Frank P. P ow ­
ers. I am  sure M r. P ow ers is w ell de­
serving.

M otion  seconded by  M r. G illespie and 
carried.

M R. V E IG E L : The n ext order o f  busi­
ness is to  nom inate a m em ber o f  the 
N om inating  C om m ittee.

F R A N K  P. P O W E R S : Mr. Chairm an, 
I w ish to  place in nom ination  the nam e 
o f  M r. B. M. P eyton  o f  Duluth.

Seconded by  M r. B ergm an, and m otion  
carried

M R. V E IG E L : The next order o f  bu si­
ness is to g et an alternate m em ber o f 
the N om inating  Com m ittee.

O. W . L U N D S T E N : I w ould propose 
the nam e o f  M r. C. B. Brom bach o f  M in­
neapolis, o f  the F irst N ational Bank.

M R. F O U Q U E T T E : I second the m o­
tion. (M otion  carried .)

M R. V E IG E L : W e com e now  to the 
tim e when w e should select another 
m em ber o f  the E xecutive Council o f  the 
A m erican  Bankers A ssocia tion  provided 
w e g et enough m em bers to have another 
m em ber on the board. A re  there any 
nom inations ?

M R. J. J. M A L O N E Y : M r. Chairm an, 
I w ould  like to nom inate M r. A . J. V e i­
gel, o f  the U n iversity  State Bank, M in ­
neapolis.

M otion  seconded by  M r. Gillespie.
S E C R E T A R Y  D U N C A N : The m otion  

has been m ade and seconded that M r. 
A . J. V eige l be elected as a m em ber o f 
the E xecutive Council o f  the A .B .A . con ­
tingent upon the bu ild ing  up o f  the 
m em bership to the required am ount, that 
w ill a llow  us to  have tw o m em bers. U n ­
fortu n ate ly  our m em bership fe ll down 
and w e lost one m em ber. L ast year the 
sam e question w as taken b e fore  the m em ­
bership, but the m em bership w as not 
built up to a sufficient num ber to  g ive

us another m em ber. The request cam e 
this year from  the executive  secretary  
o f  the A .B .A . to handle the situation  in 
som e w ay  in the hope th at w e can get 
35 or 40 m ore m em bers. Y ou  have heard 
the m otion  in fa v o r  o f  M r. V e ig e l ’s b e ­
ing elected to the executive  council o f  
the A m erican  Bankers A ssociation . A ll 
those in fa v or , s ign ify  by  saying  “ A y e ,”  
contrary  “ N o .”

M otion carried.
M R. V E IG E L : The n ext order o f  bu si­

ness is to nom inate the N om inating  C om ­
m ittee o f  the A .B .A . Council, one m em ­
ber fro m  the Savings Bank D ivision , one 
from  the Trust D ivision  and one from  
the State Bank D ivision  .

M R. M A L O N E Y : I m ake the m otion  
that T om  W allace be retained as the 
m em ber o f  the Savings Bank D ivision .

M otion  seconded— carried .
M R. O D E G A R D : I w ish  to  p lace the 

nam e o f  M r. Lundsten as the m em ber 
o f  the State D ivision.

F R A N K  P. P O W E R S : I second it. 
(M otion  carried .)

M R. H A V E N : I m ake the m otion  that 
Mr. C. F. D abelstein  o f  R ochester be 
elected as the m em ber o f  the T rust D ivi­
sion. H e has attended the m eetings o f 
the A m erican  Bankers A ssociation  regu ­
la rly  and I think we should h onor him 
with election  by  this body.

L A R R Y  0 . O L SO N : I second that. 
(M otion  carried .)

M R. V E IG E L : A nd now  w e should 
elect the V ice  P resident o f  the N ational 
Bank D ivision. I w ill entertain  a m otion  
on that.

C. B. B R O M B A C H : I m ove that M r. 
L. D. A llen  o f  W inona be elected the 
V ice  P resident o f  the N ational Bank 
D ivision.

O. W . L U N D S T E N : M otion  seconded. 
(C arried .)

M R. V E IG E L : U nless there is fu rther 
business to com e b e fo re  the m eeting, I 
w ill entertain  a m otion  to adjourn.

M R. O D E G A R D : I m ake the m otion  
that we adjourn .

(M otion  seconded— carried .)
The m eeting  o f  the A .B .A . w as de­

clared ad journed at 12:50 p. m.
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C O M M I T T E E  R E P O R T S

Agriculture
J. H . Gunderson, Blue Earth State Bank, 

Blue Earth (chairman) ; N . H . Tallakson, Bank 
of W illm a r ; W . J. Bohmer, Stearns County 
State Bank, Albany ; G. O. Hage, Crookston 
Trust Co., Crookston ; L . H . Briggs, Security 
State Bank, Houston.

Y ou r  C om m ittee on A gricu lture , in 
m aking  the report this year, fe e ls  that 
about the general exten t o f  its operation  
has been that o f  continu ing the p rogram  
o f  education and be in g  o f  help to  the 
various units o f  the fed era l fa rm  agencies 
in acquainting the farm ers o f  the state 
through  the loca l com m ittees and county 
agen t departm ents o f  the advantages 
that are available through  the A A A  and 
the F arm  Credit Corp.

This year w e w itnessed the com pletion  
o f  the c losin g  o f  one year o f  operation  
under the restricted  acreage plan  and 
also had a dem onstration  o f  the value o f  
the fa rm  w arehouse loans, as w ell as 
benefits o f  lon g-term  financing under real 
estate loans th rough  the F ederal F arm  
Credit Corp., th rough  the F ederal Land 
banks and the short-term  financing 
through  the P roduction  Credit Corp. 
units.

D uring the year your com m ittee has 
lent its support to plans instituted in the 
spring  o f  1935 to take care o f  the seed 
and feed  loans in the drouth areas o f  the 
state through  the help to  be obtained 
through  the fed era l and state agencies, 
and also in the fa ll o f  1934 the g iv in g  o f 
consideration  to  plans prom ulgated  by  
federa l agencies fo r  the purchase o f  ca t­
tle in drouth areas.

T hrou gh ou t the year through  the a c ­
tive  support o f  the U n iversity  F arm  
School acting  under, and coopera tin g  
w ith, the federa l agencies and funds re ­
ceived fro m  that source, has g iven  m uch 
tim e and w ork  to the m atter o f  a p rotec­
tion  o f  soil erosion  and re forestation  
throughout the state. This w ork  has 
brou gh t in fo r  attention  considerable 
w ork  and experim ents in the various sec­
tions o f  the state and it is to  be expected 
w ith  the support o f  the various agencies 
and the agricu ltural departm ent o f  the 
M innesota B ankers A ssocia tion  th at w e 
can learn  to perpetuate m uch o f  the good  
that is accom plished by  these ex p eri­
m ents.

In M arch  o f  this year a m eeting  o f  the 
A gricu ltu ra l C om m ittee w as held in M in­
neapolis and had as its guest fo r  the day 
M r. Dan H. Otis, d irector  o f  the A g ricu l­
tural Com m ission  o f  the A m erican  B ank­
ers A ssocia tion  and also M r. B oss o f  the 
U n iversity  F arm , as w ell as other people 
in terested in the w ork  o f  th is departm ent. 
A t  th is m eetin g  general consideration  
w as g iven  to  the various fa rm  problem s 
and a survey  o f  the action  taken th rough ­
out the state b y  the various bankers’ com ­
m ittees through  these county  units and 
the county  agent offices indicated that the 
w ork  o f  the departm ent w as be ing  f o l ­
low ed up throughout the state. Special 
attention  w as given , h ow ever, to  the fa c t  
that due to  the drouth o f  last year m uch 
o f  the w ork  to increase acreage o f  a lfa lfa  
in the state had been  undone and that it 
is desirable on the part o f  all com m un­

ities in the state to rehabilitate as soon 
as possib le the loss o f  acreage o f  this 
particu lar crop, and aside fro m  giving- 
general consideration  to  this, it w as the 
opinion o f  the m em bers present that all 
other details o f the various plans fo r  gen ­
eral im provem ent in agricu ltural support 
w as h aving  splendid help  fro m  every  
angle throughout the state.

D uring the w inter the agricu ltural de­
partm ent o f  the A m erican  B ankers A s s o ­
ciation  m ailed to the various county 
agents and key  bankers o f  each county 
bankers’ unit a blank to be filled in to 
report definite accom plishm ents that w ere 
being  carried  on by  th eir  respective com ­
m unities in support o f  the general p ro ­
gram  as outlined by  the state association , 
as w ell as the A m erican  Bankers A sso -
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ciation, and a resum e o f  the reports re ­
ceived throughout the state o f  the accom ­
plishm ents and w ork  carried  on is v ery  
in teresting . On M arch 19 Dan H. Otis, 
d irector o f  the A gricu ltu ra l Com m ission 
o f  the A m erican  Bankers A ssociation  
m ailed to  your chairm an a report o f  the 
ratin g  o f  the state and w e find an a g g re ­
gate rating  o f  904.8 out o f  a possib le 
1,000 w as g iven  to th is state fo r  its a g r i­
cultural w ork  against a 639.1 rating  in 
1934, hav ing  registered  a 100 per cent 
score fo r  agricu ltural m eetings by  the 
bank er-farm er groups and a 100 per cent 
ratin g  fo r  its w ork  in special activities 
in support o f  the various ba nker-farm er 
m ovem ents and a 100 per cent score fo r

having pursued a definite p ro ject, and 
this especia lly  in connection  w ith the 
w ork  o f  the fa rm  b oy s ’ and g ir ls ’ clubs, 
county clubs, hom e dem onstration  and 
county  agen cy  cooperation .

Y ou r com m ittee in m aking this report, 
w ishes to thank M r. Dan H. Otis, d irector 
o f  the A gricu ltu ra l Com m ission  o f  the 
A m erican  Bankers A ssociation , fo r  his 
untiring  efforts in p rom oting  the w ork , 
in carry in g  on a com plete contact w ith  
the com m ittee and also fo r  the help and 
in terest that has been dem onstrated by 
the U n iversity  F arm  School and the sup­
p ort w e have received fro m  them . The 
county  agent has had an unusual am ount 
o f  w ork  during the last year and his 
value as a  man in k ey  position  to  adm in­
ister unto the various fa rm  units and 
benefits under the various governm ent 
agencies has dem onstrated conclusively  
the need fo r  his services and w e encour­
age all counties in this state to  g ive  con ­
sideration  to the im portance o f  th is o f ­
fice in its m idst, inasm uch as it is w ithout 
question the one unit in each o f  the com ­
m unities that w ill act as a contacting  
unit fo r  the various activ ities fr o m  all 
departm ents, either state, interstate or 
national in character.

The sections o f  the state that w ere 
fortu nate  in  h av ing  a reasonable crop  last 
year certain ly  can report a v ery  m uch im ­
proved  situation  w ith respect to  the con ­
ditions in its com m unity. O ther sections 
o f  the state that w ere stricken by  reason  
o f  the drouth or other elem ents to  de­
crease crops, m aking it necessary  to re ­
duce its  holdings o f  fa rm  p roperty , w as 
severely  penalized and it goes w ithout 
question that this penalty  is a severe 
handicap and prevented such sections 
fro m  rece iv in g  the benefits o f  the in ­
creased prices, but it  did teach  all state 
and national fa rm  agencies that it  is  a 
necessity  to  w ork  togeth er to  have fo r  
im m ediate use agencies to  take care o f  
ju st such developm ents that fo llo w  crop 
situations as w as experienced in the cer­
tain sections, so as to  g ive  the farm ers 
affected im m ediate support in  the v icin ­
ity  to restore to  them  credit facilities 
that w ill enable them  to  rehabilitate and 
carry  on in spite o f  the acute drouth, hail 
o r  w indstorm  conditions until they  can 
bridge over  and again  care fo r  them ­
selves.

R ecent developm ents in connection  w ith 
national adm inistration  a ffa irs and its e f ­
fe c t  on various fa rm  problem s and fa rm  
agencies are now  in fo r  special consider­
ation b y  all g rou ps in terested in the ou t­
com e o f  the agricu ltural situation and w e 
shall w atch  w ith  in terest the develop­
m ents to  fo llow , and ascertain  in so fa r  as 
possib le the benefits and agencies that 
are m ost desirable and beneficial and w e 
believe that m em bers o f  the agricu ltural 
com m ittee that are to  fo llo w  w ill find this
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phase o f  the adm inistration policies 
w orthy  o f  specia l consideration  and at­
tention  and u rge  the support o f  such o f  
the m easures as have dem onstrated their 
usefu lness and w orthiness and to bespeak 
fo r  the m em bers that are to carry  on the 
usual splendid cooperation  that has been 
g iven  th is com m ittee by  all the various 
agencies to support and rehabilitate and 
m aintain M innesota agricu lture.

Bank Taxation
C. B. Brombaeh, First National Bank and 

Trust Co., Minneapolis (chairman) ; R. L. 
Griggs, Northern National Bank, Duluth ; H. C. 
Robertson, First National Bank, Stillw ater; 
Ralph W . Manuel, Marquette National Bank, 
M inneapolis; A . McC. Washburn, First N a­
tional Bank and Trust Co., Minneapolis ; R. W . 
Lindeke, Farmers and Merchants State Bank,
St. P a u l; Everett Stromgren, Chisago County 
State Bank, Center C ity ; E . L . Mattson, Mid­
land National Bank and Trust Co., Minneap­
olis ; H. B. Humason, American National Bank,
St. P a u l; C. H. Berge, Citizens State Bank, 
Brainerd ; J. J. Rupp, Windom National B ank ;
F. R. Schlichting, Drovers Exchange State 
Bank, South St. Paul ; W . J. Browne, Wadena 
County State Bank, Wadena.

One o f  the m ost v ex in g  problem s that 
the bankers have had to contend w ith 
during the past several years is that o f 
bank taxation .

M innesota has been the storm  center o f 
ag itation  against the conditions as laid 
dow n by section 5219 o f  the U nited States 
revised statutes, and bankers o f  the state 
are v ery  fam ilia r  w ith  the suprem e court 
decision  in the case o f  the State o f  M in ­
nesota vs. the F irst N ational Bank o f 
St. Paul in 1927, in w hich it w as held by 
the court that the m ethod o f  ta x in g  n a ­
tional banks w as a d irect vio lation  o f 
section  5219.

N ational hanks are instrum entalities o f 
the federa l governm ent, and as such, are 
exem pt from  taxation  by  the several 
states except as such taxation  m ay be e x ­
pressly  perm itted  by  act o f  C ongress. It 
has fro m  the beg inn ing  been the p olicy  
o f  the federa l governm ent to perm it such 
taxation  only under w ell defined lim ita ­
tions. This perm ission  and these lim ita ­
tions are fou nd  in the section  re ferred  to, 
w hich provides alternative m ethods fo r  
state taxation  o f  national banks as f o l ­
low s:

1. A  tax  on the shares.
2. Inclusion o f  dividends in the taxable 

incom e o f  the ow ner or holder.
3. A  ta x  on the net incom e o f  the hank.
4. A  ta x  on the bank accord ing  to or 

m easured by  the entire net incom e from  
all sources.

The M innesota law  provides fo r  a gen ­
eral prop erty  tax  on bank shares, and 
about six years ago the leg islature ap pro­
priated $25,000 fo r  the purpose o f  ca rry ­
in g  out an investigation  o f  the tax  p rob ­
lem  w ith  a v iew  o f  provid ing  a lega l basis 
fo r  the taxation  o f  national banks. The 
com m ittee appointed, o f w hich the late 
G eorge H. Sullivan w as chairm an, spent 
its tim e, efforts and funds endeavoring to 
have the federa l law  am ended rather 
than to su ggest a state law  w hich would 
be in con form ity  w ith  section 5219. There 
have been several bills introduced in the 
various sessions o f  C ongress look in g  
tow ards an am endm ent to  section  5219. 
Senator Steagall proposed  such a bill in 
the last C ongress, but C ongress ad­
journed w ithout tak ing any action. In the 
present session there has appeared the 
Shipstead B ill, S. 1115, and the N orbeck

Bill, S. 1700, both o f  w hich have been 
read tw ice and re ferred  to the C om m ittee 
on Banking and C urrency. W ord  has been 
received that M r. S teagall has stated that 
he is being  pressed to reintroduce his bill 
o f  last year and that he anticipates doing 
so. There apparently  is som e concentrated 
action  am ong the ta x  com m issioners o f 
the various states w ho are com m unicat­
in g  w ith Mr. Steagall, and w ho are also 
w ritin g  their senators and representatives 
asking that the S teagall bill be re in tro ­
duced.

These bills, in substance, g ive  to the 
various states the r igh t to ta x  national 
banks on the sam e basis as any tax  ap ­
plied against state banks. O bviously, this 
p laces banks, both  state and national, in 
a separate class and can be taxed  w ithout 
regard  to taxes assessed against other 
m oneyed capital, corporations, etc. I f  
these bills should pass it is a fo regon e  
conclusion that w e w ould im m ediately  
lose the benefit o f  the 25 per cent reduc­
tion  w e now  en joy  under the so-called
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“ G entlem en’s A g reem en t,”  in fa c t, banks 
m ay be taxed at a h igher rate than even 
the present law  provides.

On M ay 18, 1935, the M innesota state 
leg islature m em orialized C ongress in a 
jo in t resolution  petition ing  that “ the Con­
gress o f  the U nited States am end the fe d ­
eral law  so as to perm it states to  tax  ad­
ditional national banks upon a fa ir  and 
equitable basis, and requested that the 
states jo in  in a sim ilar m em oria l.”

Y ou r  com m ittee m em bers had several 
m eetings w ith the State T ax  Com m ittee, 
o f  which Senator Orr becam e chairm an f o l ­
low in g  the death o f  Senator Sullivan. In 
v iew  o f  the increase in ta x  rates all over 
the state, the reduction  in bank incom e, 
because o f  low  interest rates, and the 
added burden o f  federa l deposit insur­
ance, it  w as our position  that w e w ere 
entitled to a la rg er  reduction  o f  the tax  
levy. H ow ever, Senator O rr had already 
introduced a bill p rovid in g  fo r  the usual 
25 per cent reduction. H e w as in the m id­
dle o f  a hard fight to pass the om nibus 
tax  bill, w hich w ould have autom atica lly  
g iven  the banks substantial re lie f as to  
their real estate holdings, and w as m uch 
concerned as to the effect a concession

to our dem ands w ould  have on the fa te  
o f the om nibus bill. H e adm itted that 
there appeared to be considerable m erit 
in our argum ents, but because o f  the ex ­
istin g  situation asked that we renew  the 
agreem ent on the old basis fo r  another 
tw o years, and prom ise that, at least as 
fa r  as he w as concerned, favorab le  con ­
sideration  w ould be g iven  to a reduction  
tw o years hence. There w as considerable 
discussion  by  our com m ittee as to w hat 
our course should be under these circu m ­
stances, and it w as finally deem ed advis­
able to allow  each bank to decide the 
m atter as it m igh t see fit.

The fo llow in g  table w ill provide an op ­
portunity  fo r  com paring  the ta x  in M in­
nesota w ith  that o f  other states:

Connecticut, 10 m ills (on  capital stock  
on ly ).

D elaw are, 2 m ills (on  capital and sur­
p lu s).

F lorida , 2 m ills.
Indiana, 2%  m ills.
Iow a, 6 m ills.
K ansas, 5 m ills.
K entucky, 13 m ills.
M aine, 15 m ills (the h igh est).
N ebraska, 8 m ills.
N ew  Jersey, 7%  m ills.
Ohio, 2 m ills (but also a 2 m ill ta x  on 

dep osits ).
Pennsylvania, 4 m ills.
Rhode Island, 4 m ills.
V irg in ia , 10 mills.
W est V irg in ia , 5%  mills.
F or  com parison  o f  tax  as related to  net 

incom e, fo llow in g  is the rate in states 
w here banks are taxed  accord ing  to in ­
com e:

A labam a, 5 per cent.
C alifornia , a m axim um  o f  6 per cent.
D istrict o f  Colum bia, 6 per cent ( o f  

g ross in com e).
Idaho, 1 to 4 per cent.
N ew  Y ork , 4%  per cent.
Oklahom a, 1 to 6 per cent.
O regon, 8 per cent.
U tah, 3 per cent.
V erm ont, 4 per cent ( o f  d iv idends).
W ashington , 4 m ills on gross incom e.
W isconsin , 2 to 6 per cent.
It is in teresting  to  note that not a 

single state above quoted anyw here near 
approxim ates the tax  w hich is be ing  paid 
by banks in M innesota, and each bank can 
figure out its ow n com parison  a fte r  re ­
ducing the ta x  to a m illage rate basis or 
to a net incom e basis. It has been success­
fu lly  argued in m any states that a fa ir  
m ethod o f  tax  assessm ent is that based 
on net incom e. N o doubt, m any banks in 
states using  such a m ethod have paid lit ­
tle or  no taxes during certain  years. In 
M innesota, how ever, the banks are forced  
to pay  a heavy  ta x  regardless o f  earn ­
ings, and this h eavy  burden o f  taxation  
m ay even seriously  a ffect the solvency  o f
banks.
The assessed share tax  on M in­

nesota  banks in 1934 w a s . . .$1,569,275 
A fte r  allow ing  a 25 p er  cent re ­

duction under a com prom ise 
a g r e e m e n t .....................................  392,319

Taxes actually  paid._..................... $1,176,966
The assessed valuation  o f  real 

estate ow ned b y  M innesota
banks (ap p rox im a te ly ) .........$9,562,000

T axes paid (a p p ro x im a te ly ) . . . 898,828
W ith  the increased m illage rate banks 

w ill be assessed a proportion ate ly  la rg er  
am ount fo r  1935; tak ing into consider­
ation the assessm ent o f  the F ederal D e­
posit Insurance Corp., w hich m igh t m ean
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another $600,000 to the Danks in  M inne­
sota, it can read ily  be appreciated that 
the banks are, indeed, carry in g  a very  
heavy burden. The national banks, as 
m em bers o f  the Federal R eserve system , 
are m ore essential governm ental agencies 
than ever before , and in protectin g  them  
the law  also protects state banks, in as­
much as no state w ould be inclined to tax  
a sta le  bank at a h igher rate than a na­
tional bank. U nder the preva iling  m ethod 
o f  taxation  in M innesota there is, in rea l­
ity , a penalty  fo r  the bu ild ing up o f  cap ­
ital and surplus, thus dim inishing the 
security  behind deposits, and a tendency 
to w eaken the institution.

Bankers o f  the state are not asking fo r  
special p riv ileges; they are anxious to 
bear their fu ll share o f  ju st taxation , but 
it is obvious from  the consideration  o f  the 
fo re g o in g  table that w e are p ayin g  fo r  
h igher taxes under a v o lun tary  “ G entle­
m en ’s A g reem en t” than m ost o f  the 
banks in the country  are p a y in g  under 
their respective laws. In other w ords, w e 
have partia lly  spoiled the state ta x in g  
authorities in M innesota by  over-g en eros­
ity  in the past. I f  no substantial change 
is m ade in section  5219 during the next 
tw o years, it is the opinion o f  the com ­
m ittee th at a  decided and united stand 
fo r  a reduction  in the state taxes should 
be taken in 1937. It is probable that Sen­
ator O rr w ill still be chairm an o f  the T ax 
C om m ittee in the Senate at that tim e, 
and this should insure us at least a fa ir  
and sym pathetic hearing.

Insurance
F. A. Buscher, National Bank of Commerce, 

Mankato (chairman) ; Guy E. Masters, North­
western National Bank and Trust Co., Minne­
apolis; W right Miller, First National Bank, 
Plain-view; Colin McDonald, Annandale State 
Bank ; H . O. Dilly, First National Bank, North- 
field ; Harry Waliiri, Grand Avenue State Bank, 
St. Paul.

The Insurance C om m ittee appointed by 
P resident D. J. Fouquette in Ju ly o f  1934 
continued the w ork  initiated by  the com ­
m ittee serv ing  the previous year. W ith  
the untiring cooperation  and assistance o f  
our efficient secretary  som e v ery  definite 
results w ere accom plished. One o f  the 
m ost alarm ing and serious operating  
charges assessed against the banks the 
past several years has been the increasing  
rates on bank bu rg lary  and holdup insur­
ance as w ell as fidelity  coverage. R ea liz ­
ing the seriousness o f  this situation  as 
w ell as other reasons fam ilia r  to the bank­
ing  fra tern ity  it becam e necessary  to in ­
terest a reliable com pany  to w rite this 
specialized class o f  business at a rate  that 
m ake it possib le fo r  the com pany under­
taking the risk  to handle the business at 
a profit and at the sam e tim e k eep in g  the 
cost at a figure that w ould  not be burden­
som e to the bank but w ould be equitable 
and fa ir .

A fte r  lengthy  interview s and d iscu s­
sions the St. Paul M ercury  Indem nity 
Co., a financially  sound institution  owned 
by  the St. Paul F ire  & M arine Insur­
ance Co., agreed  to w rite this business 
at a reduced rate w hich resulted in a 
v ery  m aterial saving to the banks in 
M innesota. The figures obtained from  the 
com pany disclose that they  have w ritten  
ap prox im ately  300 banks in the state, 
resu lting  in a saving to the banks o f  
ap prox im ately  $40,000 per annum . This 
protection  at this reduced ra te  is not 
confined to the m em ber banks alone but 
is recom m ended to n on-m em ber banks as

F. A . B U SC H E R

well. This arrangem ent w as suggested  by 
our association  notw ithstanding the fa ct 
that the coverage  could have been avail­
able to m em ber banks only.

In order to show  that w e are w illing  
to do our part to defeat the y e g g  in his 
daily  holdup program  it is recom m ended 
that we do our best to keep losses down 
to the m inim um  and thereby invite an 
additional reduction  in rate and also 
show  conclusively  that the rates h ereto­
fo re  charged w ere exorb itant and u n just­
ified. This undoubtedly can be show n in 
fa ce  o f  the fa c t  that w e have alw ays 
been w illing  to  cooperate and fo llow  su g ­
gestions relative  to the acquisition  o f 
special protective  devices and taking 
special precautions in the sa fe-gu ard in g  
o f  our cash and securities.

W e wish to extend our thanks to Mr. 
M elvin H. Passolt, ch ie f o f  the Bureau of 
Crim inal A pprehension , f o r  the state, and 
his lim ited fo rce , fo r  the cooperation  he 
has given  to our association  during the 
last year. Our secretary  praises, in h igh ­
est term s, the w ork  he has done the last 
18 m onths.

W e recom m end to the m em bership the 
installation  o f  special protective  devices 
w herever possible. W e also recom m end 
that cash and securities in the vau lt be 
kept at a m inim um  and especia lly  suggest 
that every  precaution  be taken to keep 
the counter cash at a m inim um  and the 
excess in the delayed tim e lock  sa fes or 
equivalent equipm ent.

W e again  recom m end that steps be 
taken by  the bankers to perm anently  o r ­
gan ize fo r  securing the necessary  leg is la ­
tion, provid ing fo r  the establishm ent o f  
state police w ith w hich the ex istin g  law 
en forcin g  organizations, including the 
v ig ilan te  and county unit system s and 
sim ilar organizations can cooperate. W e 
also recom m end that the bulletins sent 
out by your secretary  and by the insur­

ance com panies ca lling  attention to v a r ­
ious protective  m easures be studied and 
fo llow ed  out w herever possible.

Legislation
J. E. Odegard, Santiago State Bank (chair­

man) ; L . H . Rice, Guaranty State Bank and 
Trust Co., St. Cloud ; A . J. Yeigel, University 
State Bank, M inneapolis; G. F. Dabelstein, 
Olmsted County Bank and Trust Co., Rochester ; 
Henry A . Thoeny, First National Bank, Glencoe ;
F. E. King, First National Bank, Grand 
R apids; O. W . Lundsten, Minnetonka State 
Bank, Excelsior ; P. O. Holland, Northfield ; Ray
G. Kern, State Bank of Lake Elmo.

It is w ell that a leg islative  rep ort be 
b r ie f and w ith that in m ind I w ill confine 
this rep ort to a b r ie f  sum m ary o f  the ac­
tivities o f  your com m ittee cooperating  
w ith the secretary  o f  our association.

Im m ediately  fo llow in g  the close o f  the 
1935 session o f  the M innesota legislature 
a detailed rep ort o f  the law s passed by 
the legislature w as sent to the m em ber­
ship o f  our association  by  our secretary 
and attention  w as called also to a num ­
ber o f  im portant bills, considered drastic 
legislation , brought up that w ere de­
feated . In view  o f  that report, w hich you 
undoubtedly have read, it is needless fo r  
m e to go into detail in review in g  the 
same.

It has been the experience o f  our asso­
ciation  over a long  period  o f  tim e that 
every  session o f  the leg islature brings 
new  problem s and that fo r  politica l p u r­
poses, or otherw ise, m any bills are in tro ­
duced which, i f  passed, w ould be very  
detrim ental and destructive to the bank­
ing  business and also unsatisfa ctory  to 
the people generally  w ho have occasion  
to do business w ith banks. C onsequently, 
one o f  the m ost im portant functions o f  
the leg islative  com m ittee is to study the 
bills introduced and in telligently  present 
to the leg isla tors a fa ir  and unbiased p re ­
sentation o f  the effect o f such leg islation  
upon the state o f  M innesota.

It has never been the po licy  o f  our o r ­
gan ization  to ask to be placed in a p r iv ­
ileged class from  a leg islative  standpoint 
and, consequently, w e have never been 
considered by the m em bers o f  the leg is la ­
ture as an organization  lobby in g  fo r  spe­
cial leg islation . This attitude on our part 
has alw ays placed us in a favorab le  p os i­
tion and it is quite generally  appreciated 
that the com m ittees on banking o f  both 
the H ouse and Senate w elcom e our co ­
operation  in furn ish ing in form ation  that 
w ill better enable them  to in telligently  
act upon any bill that is be fore  them  fo r  
consideration. i

I f  you  have not review ed the leg islative  
bulletin  sent out fro m  our secretary ’s o f ­
fice and are not fam ilia r  w ith  the lawjs 
passed a ffecting  banking, as set out in 
that report, I u rge you  to g ive a carefu l 
study and also consider the bills that w ere 
defeated that are also re ferred  to in that 
report. I believe the results o f  our leg is ­
lative activities w ill be found v ery  satis­
fa c to ry  to  you.

It w as m y priv ilege to attend a great 
num ber o f the hearings o f  the banking
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com m ittees o f  both the H ouse and Senate 
and our secretary , M r. Duncan, attended 
every  m eeting o f  both com m ittees during 
the entire session, which m ade it possible 
fo r  us at all tim es to keep in constant 
touch w ith developm ents and in form  the 
m em bership o f  our association  when c o ­
operative action  w as necessary.

The m atter o f  national leg islation , 
w hich has been v ery  disturbing during 
the present session o f  C ongress, and in 
particu lar in reference to the banking act 
o f  1935, has been handled entirely  by  our 
secretary , w ho has w orked  and coop er­
ated w ith  the secretaries and leg islative 
com m ittees o f  the Central States C on fer­
ence com prising  14 states. He has at­
tended several m eetings o f  that organ iza ­
tion  and also appeared in W ash ington  in 
support o f  am endm ents or changes in the 
banking act o f  1935 as orig ina lly  in tro­
duced, w ith particu lar reference to the 
effect that that proposed  leg islation  
w ould have upon our sm all rural inde­
pendent banks.

The p olicy  w as adopted early  this year 
that in order to  accom plish  anyth ing in 
that regard  the m atter should be in telli­
gently  handled and the program  outlined 
by  the Central States C onference should 
be fo llow ed . W e w ere fortu nate also in 
connection  w ith  the leg islative  activities 
o f  the Central States C onference to have 
on the leg islative  com m ittee o f  that C on­
feren ce  our president, M r. F ouquette, w ho 
also w as called into con ference in Chi­
cago  to  con fer  w ith other m em bers o f  the 
com m ittee on m atters o f  v ital concern  to  
the sm aller banks. T hrough  our affilia­
tion  w ith the C onference and w ork in g  
w ith  13 other states, we have been placed 
in a  much better position  to  accom plish  
the desired results than i f  w e w ere, in 
our hum ble w ay, to attem pt to “ go  it 
a lone”  so to speak.

The 1935 banking act, at the tim e o f  
m aking this report, is still under consid ­
eration  by  the sub-com m ittees o f  the 
banking and currency  com m ittee o f  the 
Senate and although it is difficult to  fo r e ­
cast at this tim e as to w hat the final ou t­
com e o f  this bill w ill be, you  m ay rest as­
sured that everyth ing has been done to 
properly  present the w ishes o f  our asso-

J. E. ODEGARD

d a tio n  to have the bill am ended in such 
fo rm  as to g ive  our banks the proper p ro ­
tection.

W e have fe lt  that T itles I and III o f  
the bill, as orig ina lly  introduced, w ith 
slight m odifications, should be passed be­
fore  July 1, 1935, w ith changes, how ever, 
elim inating  that provision  w hich w ould 
require all state banks to becom e m em ­
bers o f  the Federal R eserve system  in 
order to retain  insurance p riv ileges under 
the Federal D eposit Insurance Corp. W e 
did not agree w ith the capital structure 
requirem ents as provided fo r  in the o r ig ­
inal bill and we w ere also in fa v o r  o f  the 
assessm ent being  placed at 1 /16 o f  1 per 
cent instead o f  % o f  1 per cent.

It has been the opinion o f  our com m it­
tee and the leg islative com m ittee o f  the 
Central States C onference that T itle II 
should be elim inated from  the bill and 
definite action  postponed in order that ad­
ditional tim e be given  to fu rth er study 
and consideration  o f  that, provision .

In c losin g  I w ish to thank the m em ber­
ship fo r  the excellent cooperation  given  
this com m ittee and the secretary ’s office. 
It has been a pleasure fo r  me to  serve as 
chairm an and I hope that the results ob ­
tained have been sa tis fa ctory  to  you. A s 
a fo rm er  m em ber o f  the leg islature, I fee l 
that possib ly  I can ju d ge  the activities o f  
our association  in leg islative  m atters a 
little d ifferently  than one w ho has not 
had that experience and I am  satisfied 
that the attention  g iven  by our associa ­
tion to leg islative  m atters is w orth  m ore 
to each individual bank than the sm all 
contribution  that they m ake in the form  
o f  dues.

Membership
Geo. A . Haven, Root River State Bank, Chat- 

field (chairman) ; J. T. Peterson, State Bank of 
LeSueur; C. M. Berg, First National Bank, 
McIntosh ; N. H . Ley, Farmers State Bank, 
Watkins ; M. F. Schaumburg, Security National 
of Park Rapids ; W . P. Jones, First State Bank, 
Meriden ; A1 J. Hole, First National Bank, Cass 
Lake ; A . G. Sirek, State Bank of New Prague ; 
Ray A . Butts, First National Bank, Carlton ;
J. G. Olson, Citizens National Bank, M adelia; 
James F. Mullen, Citizens State Bank, Green 
Bank, Montevideo; F. J. Thul, First National 
Bank, St. Charles ; R. W . Smyth, State Bank 
Isle.

N o organization  can efficiently function  
w ithout a sufficient m em bership. In the 
h istory  o f  all organ izations o f  our type it 
is clearly  shown that a certain  num ber o f 
people are alw ays w illing  to  participate 
in the benefits derived from  cooperative 
effort w ithout m aking any contribution  to 
assure the perpetuation  o f  a w ork  that is 
very  necessary  fo r  their own existence.

It is also o f  considerable in terest to our 
com m ittee and to the m em bership gen ­
erally  that there a lw ays ex ists in any o r ­
gan ization  a lack  o f  understanding on the 
part o f  the m em bership at large o f  w hat 
really  is n ecessary  to brin g  about and 
m aintain sa tis fa ctory  conditions under 
w hich every  business m ay continue to 
operate. This is not particu larly  true_ o f  
our organization , as we find in look in g  
back over the years o f  its existence the 
th inking banker very  keen ly appreciates 
w hat has been accom plished fo r  all o f  
the banks in M innesota as w ell as its 
citizens.

It has been the opinion o f  the council 
o f  adm inistration  that the burden o f  
solicitation  o f  renew als o f  m em bership 
should not be le ft  w ith the secretary  o f  
the organization , as that function  does 
not p roperly  belong  to that office and, act-

G. A. HAVEN

ing upon that suggestion  and in entire 
sym pathy w ith that reason ing, the p resi­
dent appointed a m em bership com m ittee, 
o f  w hich it was m y p riv ilege  to act as 
chairm an. W e have had exception a lly  fine 
cooperation  from  the bankers generally  
and the m em bership has been quite m a­
teria lly  increased.

It is m y p riv ilege  to report to you  that 
the bankers not m em bers o f  the M inne­
sota Bankers A ssociation  at this tim e 
represent a sm all m inority , w ith  their 
dues ag g reg a tin g  about $2,300.

The financial statem ent o f  the treas­
urer o f  our organization  is se lf-exp lan ­
atory  and clearly  indicates appreciation  
on the part o f  the banking fra tern ity  o f  
M innesota o f  the w ork  that our associa ­
tion  is doing  in their behalf. Our com ­
m ittee v ery  m uch appreciates the a tti­
tude displayed by  the grea t m a jor ity  o f  
bankers in M innesota tow ards the w ork  
that we undertook and it is m y hope and 
be lie f that a renew ed in terest is being- 
exem plified.

Public Relations
H. B. Humason, American National Bank, 

St. Paul (chairman) ; M. L. Erickson, Lake City 
Bank and Trust Co. ; Harry P. Schoen, First N a­
tional Bank, H astings; W m . F. Kunze, Mar­
quette National Bank, Minneapolis ; L . O. Kirby, 
First National Bank, H ibbing; W . B. Lloyd, 
Citizens State Bank, F u lda; T. G. O'Connor, 
O’Connor Bros. State Bank, Renville ; Ralph W . 
Smyth, State Bank of Park Rapids ; L. K . Houl- 
ton. First National Bank, Elk River ; George E. 
Buscher, Fanners and Merchants State Bank, 
Breckenridge.

F or  the first tim e in the experience o f 
our association , the president appointed a 
Public R elations C om m ittee. This w as 
prom pted by  the fa c t  that it w as fe lt  that 
som eth ing should be done to acquaint the 
general public w ith the position  taken by 
our bankers in their w illingness to finance 
leg itim ate enterprise and their desire to 
m ake good  loans to responsible borrow ers 
fo r  leg itim ate purposes.

In v iew  o f  the propaganda being con ­
stantly  circu lated since the banking h oli­
day by  various individuals throughout the 
country, the public generally  w as given  
the opportunity  daily  o f  listen ing to 
speeches over the radio that w ere v ery
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disturbing- and n ot presenting  the fa cts  
rela ting  to  the attitude o f  bankers and 
their w illingness to cooperate  to bring  
back recovery . This sort o f  propaganda 
w as v ery  detrim ental to  business gen ­
erally  and the officers o f  our association  
fe lt  that our banks should cooperate in a 
public relationship  program  that would 
acquaint the people o f  M innesota w ith 
the true situation. W e knew  that our 
banks w ere in good  condition , had am ple 
funds to  take care o f  leg itim ate needs 
and w ere w illing  to do their part to take 
care o f  applications fo r  loans w here 
sound banking and prudent practices 
w ould perm it.

P resident Fouquette had spent a great 
deal o f  tim e in w ork in g  up a program  
consisting  o f  new spaper and radio adver­
tising  that w as presented to our com m it­
tee fo r  consideration . It was fe lt  that 
although the plan w as som ew hat elabor­
ate that it had a sufficient am ount o f  
m erit to w arrant an attem pt being  m ade 
to  in terest the banks in M innesota in such 
program . It is rather in teresting  to note 
that this plan was given  considerable 
pu blicity  throughout the U nited States 
and m any associa tions w ere anxiously  
aw aiting  the inauguration  o f  it in M in­
nesota.

The plan w as presented at the grou p  
m eetings by  P resident Fouquette and the 
w ork  o f  so licitin g  individual m em bers 
w as le ft  to each county organization . In 
order to put this p rogram  into operation  
it w as n ecessary  to procure the consent 
o f  at least 350 banks. The various county 
organizations entered into this w ork  en ­
thusiastically , but a sufficient num ber o f 
banks did n ot respond w ith in  the tim e 
lim it and consequently  the plan w as 
dropped tem porarily . It is rather in terest­
in g  to note, how ever, that a plan very  
m uch sim ilar to this has been recently  
suggested  by  an E astern  association  to 
the A m erican  B ankers A ssociation  and 
w hat action  w ill be taken by  that o rga n ­
ization  is yet unknown. The plan offered 
by  our association  w ould have provided 
fo r  new spaper advertising  in every  new s­
paper in M innesota and a 30-m inute 
w eekly  broadcast over a period o f  36 
w eeks.

W e regret that it w as necesary  to drop 
this program  fo r  the present and we fee l 
that the in terest should be continued with

H. B. HUMASON

the hope that possib ly  a m odified p ro ­
gram  from  the plan subm itted m ay be 
adopted later. There is the fee lin g  in all 
bankers’ organ izations that som ething 
should be done to com bat the assaults and 
uncalled fo r  statem ents m ade against the 
A m erican  banking system , and the f o l ­
low ing, taken fro m  the Public Relations 
Bulletin o f  the Ohio Bankers A ssociation , 
hits the nail on the head:

They’re Still Shooting
“ R enew ed and loud attacks on the 

A m erican  system  o f  banking are being 
heard. These assaults, w hile at present 
confined to banking, m ust eventually  lead 
to com plete politica l dom ination o f  all 
business— yes, and even the private lives 
o f  individuals. Thus it has w orked  out in 
every  other nation  w hich has succum bed 
to  the w ild prom ises and fa n cy  theories 
o f  the leaders o f  n oisy  m inorities.

“ The average person  w ho heeds such 
m ovem ents and subscribes to them  does 
n ot realize their significance. He sim ply 
hears a persuasive voice prom ising  som e­
th ing which sounds a little better than his 
present situation. O thers, w hile n ot a t­
tracted  by the idea, rem ain indifferent 
and say, ‘ It is on ly another argum ent 
about bank ing.’

“ The present m ovem ent is m ore than 
‘ ju st another argum ent about bank ing .’ 
It, i f  successfu l, carries w ith  it the de­
struction  o f  the entire private business 
system  under w hich A m erica  achieved 
the h ighest standard o f  liv ing  in h istory .

Business Men Must Act
“ It is p lain ly up to theffiankers o f  every 

com m unity in Ohio to explain  the threat 
o f  this to* every  one and particu larly  to 
the business and p rofessiona l men. Should 
the first steps be successfu l and the p ri­
vate banking system  be destroyed, it w ill 
then be too late to save other industries 
and enterprises from  the b ligh ting  hand 
o f  politics guided by the frenzied  brains 
o f  dem agogues.

“ The calling o f  nam es and the coin ing 
o f  picturesque abuse w ill not be sufficient 
to answ er these m ovem ents. T he presen ­
tation  o f  fa cts  still counts w ith the m a­
jo r ity  o f  A m ericans. But your custom er 
and your n eigh bor m ust have the fa cts . 
Y ou  "and your fe llow  business m en, large 
and sm all, m ust w ork  at this counter­
attack. N o agency  can be so effective  as 
local citizens w ho are h igh ly  respected. 
T hey w ill be heeded when they  expose 
the im plications o f  som e o f  the m ove­
m ents now  rece iv in g  w ide publicity. 
W hat, f o r  instance, w ould happen w ith 
the abolition  o f  so-called  ‘ check cur­
r e n c y ? ’ W here w ould any m odern nation 
which has such rapid com m unications end 
w ith this blow  to our credit sy s te m ? ”

Securities and Safe 
Deposit Boxes

A . J. Veigel, University State Bank, Minne­
apolis (chairman) ; M. F. Ernst, Midway N a­
tional Bank, St. Paul ; J. S. Effertz, State Bank 
of Belle P laine; J. J. Sterner, Citizens State 
Bank, Winsted : H. J. Westlund, First National 
Bank, Parkers Prairie.

Y ou r com m ittee on Securities and Safe 
D eposit B oxes begs leave to  m ake the 
fo llow in g  rep ort:

The previous arrangem ent w as con ­
tinued w ith the School o f  Business A d ­
m inistration  o f  the U n iversity  o f  M inne­
sota. T hey have continued to publish the 
“ Financial and Investm ent R ev iew ,”  and

A. J. VEIGEL

to analyze bonds fo r  banks w hen request­
ed to do so.

This R eview  is edited by  p ro fessors  
w ho also handle the la rge endow m ent in ­
vestm ents o f  the university, and w ho, 
th erefore , have practical kn ow ledge and 
experience in the value o f  bonds.

Y ou r  com m ittee know s that this R e­
v iew  is a very  valuable publication , and 
i f  studied and kept on file by bankers, is 
o f  g rea t help as a yardstick  to  determ ine 
which bonds to buy and sell. The u niver­
sity  is not interested in the sale o f  any 
particu lar bonds, and the in form ation  
given  is, th erefore , disinterested.

A t a recent m eeting  o f  this com m ittee 
w ith  the university  officials, they  agree 
to  continue this w ork  i f  desired by  bank­
ers. T hey w ill also continue to analyze 
bonds fo r  banks on request.

W e, therefore , u rge all bankers to sub­
scribe fo r  the R eview , and m ake fu ll use 
o f  the services offered.

The recent decision o f  the M innesota 
suprem e court that sa fe deposit boxes 
cannot be garnished, is o f  great im por­
tance, and finally settled that question.

Y ou r  secretary  has recently  m ailed to 
all m em ber banks a printed copy  o f  the 
address o f  L. R. B arker, the attorney  who 
handled this case fo r  the F irst N ational 
Bank & T rust Co. o f  M inneapolis. W e 
u rge  all bankers to read th is address 
carefu lly , as it contains m any su g ges­
tions on how  the sa fe  deposit box  busi­
ness should be handled to avoid liability.

A n  e ffort is now  being m ade in M inne­
apolis to have the contents o f  all sa fe 
deposit boxes insured. I f  the first $1,000 
on each b ox  can be insured at a nom inal 
rate, say about 15 cents a box , the bank 
m ight absorb that expense. Then each 
renter w ould be requested to pay an ad­
ditional prem ium  fo r  such additional in ­
surance as he desired. The con tract m ade 
w ith  the renter w ould  state c learly  that 
the bank w ould not be liable i f  the con ­
tents o f  boxes w ere not fu lly  insured by  
the renter.

It rem ains to be determ ined w hether or 
not an insurance rate can be obtained 
which w ould  be low  enough to m ake the 
plan feasible.

W e g ive below  20 suggestions in con-
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E V E R Y B O D Y ’ S 
H A P P Y

Because
POCKET DIRECTORY 

IS AVAILABLE

The
WHO’S WHO 
WHAT’S WHAT 
WHERE and WHEN

of

Banking Today

in

Just the handy, pocket- 
size edition you’ve used for 
years.

Pocket Directory is kept 
up to date by supplementary 
reports o f new banks and 
changes printed in the regu­
lar weekly issues of Com­
mercial West.

nection w ith the handling o f sa fe deposit 
boxes.

1. In renting  safe deposit boxes, use 
duplicate receipts and obtain  signature o f 
renter on receipts, agree ing  to all condi­
tions printed on back. W e contem plate in 
the near fu tu re subm itting  a fo rm  fo r  
your consideration.

2. Insist on a certified copy  o f  resolu ­
tion authorizing  rental and designation  o f  
those to have access o f  boxes o f  corp or­
ations.

3. Require appointm ents o f  deputies or 
agents to  be m ade in w riting.

4. Do not allow  access to a renter ’s box  
by anyone not designated in the contract.

5. Do not open a ren ter ’s box  in his 
absence to deposit or rem ove securities 
on request.

6. A lw ays keep a record  o f  renters ’ 
v isits to boxes and require signed entry 
cards.

7. A lw ays com pare signature at each 
v isit w ith one on file and v e r ify  box  
num ber.

8. Require a w ritten  release when a 
safe deposit box  is vacated.

9. Give the renter both k eys to his box.
10. Do not allow  the renter to use the 

guard key  and open his box  alone.
11. D o not perm it a renter to leave a 

key  to his box  w ith an officer or em ployee 
o f  your bank.

12. Do not perm it contents o f  a de­
ceased renter ’s box  to be rem oved or 
allow  m em bers o f  his fam ily  access to it 
w ithout first h aving the contents inven­
toried  by a representative o f  the county 
treasurer.

13. A lw ays have a representative o f 
your bank present when a deceased 
renter's box  is inventoried.

14. In regard  to past due b ox  rents, the 
opening o f  boxes and the disposal o f  con ­
tents, re fer  to Session L aw s o f  1933, Sec­
tion No. 14.

15. Do not advertise your vault as ab ­
solutely  safe.

16. Do not re fe r  to y ou r guard key  as 
a m aster or pass key.

17. Study safe deposit practices and 
problem s through  m em bership in safe de­
posit associations.

18. H ave one m em ber o f  your fo rce  re ­
sponsible fo r  keys to unrented boxes.

19. M ost banks have entirely  d iscon ­
tinued the practice o f  tak ing securities 
and other valuables fo r  sa fe-keep ing, and 
w e recom m end that all banks discontinue 
this practice, except in rare cases where 
the package is too bu lky to put in a de­
posit box.

20. A ll banks should have fixed rules 
and should alw ays fo llow  them , so that 
i f  sued, all officers and em ployees could 
sw ear that these rules w ere alw ays ob ­
served.

Unit or Indepen­
dent Banking

M. L. Erickson, Lake City Bank and Trust 
Co. (chairman) ; H. R. Kurth, Citizens Bank, 
Hutchinson ; Theodore Aune, Glenwood State 
B a n k ; W . C. Krog, Farmers and Merchants 
State Bank, Stillwater ; J. K . Martin, First N a­
tional Bank, Little F a lls ; W . W . Churchill, 
Rochester Loan and Trust Co. ; Frank P. 
Powers, Kanabec State Bank, M o ra ; A . J. 
Kane, First National Bank, Brewster ; Elmer B. 
Hanson, First State Bank, Fertile.

The U nit or Independent Banking C om ­
m ittee has held no form al m eetings since 
its appointm ent, and th erefore  has no de­
tailed report o f  a ctiv ity  to  m ake to the 
convention.

The M innesota Bankers A ssociation  is 
on record as fa v or in g  the principal o f  
unit banking as opposed to branch or 
group banking. A  large m a jority  o f  its 
m em bers are banks to w hom  the perp et­
uation o f  the present unit banking sys­
tem  is vital, and to w hom  any extension 
o f  group banking, or the legalization  o f 
branch banking in M innesota, appears as 
destructive to their business. The asso­
ciation and its officers, to  correctly  reflect 
m a jority  opinion, m ust necessarily  fa v o r  
the unit banking system , w hich is so 
fundam ental to the life  o f m ost o f  the 
m em bers, and the U nit Bank Com m ittee 
is intended to provide the m achinery fo r  
g iv ing  expression  to this predom inant as­
sociation  opinion.

There w as no serious attem pt m ade in 
the last M innesota leg islature to legalize 
branch banking in M innesota in any 
form . Officers o f  the tw o la rge bank h old ­
ing  com panies in M innesota have stated 
publicly  that the present po licy  o f  these 
com panies is against fu rth er  extension  o f  
their so-called financial em pires, n or  are 
they at this tim e m aking any effort look ­
ing  tow ard branch banking in M innesota.

M. L. E R IC K SO N

The banking act o f  1935, now  before  
the national C ongress, contains no p ro ­
visions adversely  a ffecting  independent 
banks as such. U nder Title I, as the bill 
now stands, state bank m em bers o f  the 
FD IC  are not required to jo in  the F ed ­
eral R eserve system  by July 1, 1936, as 
required under the present law, to  retain 
their FD IC  m em bership. This is an ad­
vance from  the standpoint o f  the inde­
pendent state banks, and w ith m any o f  
them is o f  vital im portance. Our associa ­
tion, through its secretary , w ith other 
bankers’ associations in the M iddle W est, 
used its influence to have this provision  
in the bill, and will continue its e fforts to 
keep it there.

W ith  no developm ents a ffecting  inde­
pendent banks, which w ere not otherw ise 
being  adequately cared fo r , the U nit Bank 
C om m ittee has not deem ed it necessary  
to spend the associa tion ’s m oney holding 
form al m eetings. It m ay be, how ever, 
that in the fu ture events w ill transpire 
which w ill m ake im portant a com m ittee 
representing  unit banks, and it is recom ­
m ended that such a com m ittee be again 
appointed.
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No Need to Tinker Further With 
Federal Reserve System

Commercial W est Special Washington Correspondence

Im portant news is breaking here al­
m ost daily. It is even rum ored that the 
“ m ust”  label m ay be rem oved from  the 
proposed  bank act, w hich has developed 
so m uch oppositon  in banking circles. 
M any w ise heads believe that w hat the 
banks and Federal R eserve now  need 
m ost o f  all is to be let alone and do their 
ow n am ending, i f  any is needed. Som e 
“ w holesom e n eg lect,”  not on ly  fo r  bank­
in g  but m ost m a jor  industries, w ould be 
m ost helpfu l in restorin g  confidence and 
en cou raging  business expansion . C on­
gress w ould do w ell to listen  to the sound 
advice o f  such experienced leg isla tors on 
banking as Senator Glass. F avorable 
com m ent is heard here in W ash ington  o f  
the stron g  fight m ade in the N orthw est 
against radical changes in our banking- 
laws at this tim e.

Bankers and other business executives 
realize that the Federal R eserve system  
has given  sa tis fa ctory  results and has ac ­
com plished the principal aim s o f  the act, 
v iz .: to m obolize go ld  reserves and p ro ­
vide an elastic currency, w hich au to­
m atically  expands and contracts, accord ­
ing to the dem ands o f  business. The 
authors o f  the R eserve bank law  tried  to 
avoid either banker control or political 
dom ination , but to provide a m echanism  
that w ould serve the needs o f  business. 
They can see no reason  now  fo r  chang ­
ing  this feature.

M uch loose talk is indulged in about 
the fight betw een bankers and g overn ­
m ent officials, as to w ho shall control the 
supply o f  Federal R eserve notes. N either 
one o f  these has or  should have any such 
control. The dem ands o f  business are the 
con tro ling  pow er in the expansion  and 
contraction  o f  R eserve notes, w hich now  
constitute the bulk o f  our currency. This 
has been w ork in g  p erfectly  and business 
in terests are not asking fo r  any change. 
The only dem and fo r  political control o f  
the volum e o f  currency  com es from  the 
fiat m oney  advocates. A pp arently  they 
have n ever read the im print on all our 
form s o f  currency. E very  one is a prom ise 
to  p a y  dollars, so a paper bill is not 
actually  a dollar, but on ly  a prom ise to 
pay such. The deluded fiatist seem s to 
think the governm ent could im print cur­
rency  sa y in g : this is $5 or $10 and it 
w ould  pass current as such.

W hen som e o f  the noisy  fan atics, w ho 
do m ost o f  the ta lk ing  about m oney, say 
“ the constitution  g ives C ongress the 
pow er to  issue m on ey ,”  they  are dead 
w ron g. W hat the constitution  says is 
“ that C ongress shall have the sole pow er 
to coin  m oney .”  T hat has no re feren ce  to 
currency, but on ly  coinage.

The governm ent’s au thority  to issue

any fo rm  o f  currency  com es under the 
clause o f  issuing som e fo rm  o f  indebted­
ness either interest bearing  bonds, or non ­
interest bearing  T reasury  notes.

U nder the recent silver purchase act 
the governm ent has already issued som e 
800,000,000 o f  silver certificates, about the 
same am ount as national bank notes ou t­
standing. Such notes are to be retired, as 
bond-secured currency is scheduled fo r  
the discard. The great bulk o f  our $5,000,- 
000,000 o f  currency  is m ade up o f  F ed ­
eral R eserve notes. This currency  is ju st 
as elastic as the bank note system  o f 
Canada or G reat B ritain . It  is d oin g  e x ­
actly  w hat it  w as designed to do and no 
good  reason  has yet been offered fo r  m ak­
ing changes in its m ethod o f  operation.

Just how  responsive this note issue is 
to dem and w as shown during the bank 
panic o f  M arch, 1933. W ithin  a few  
weeks the volum e o f  R eserve notes in ­
creased around $1,000,000,000. This was 
not fro m  expanding business, but on ac­
count o f  currency  h oarding by  a scared 
public. But it w as a good  dem onstration 
o f  the responsive feature o f  the R eserve 
note system . T o care fo r  this sudden de­
mand the currency  division  o f  the Bureau 
o f  P rinting  and E n gravin g  was run at 
h igh pressure, w ith  three sh ifts o f  eight 
hours each, fo r  m any days and nights.

There is no possib ility  o f  a scarcity  o f  
currency, excep t under som e w idespread 
panic, w hich w ould  be on ly  tem porary . 
So long  as m em ber banks have paper 
e lig ib le fo r  discount at the R eserve banks 
they can have all the currency needed; 
even i f  the volum e o f  business w as ex ­
panded m any fo ld  above present figures. 
Such fa c t  disposes o f  the bogus argum ent 
that a shortage o f  currency  w as the rea ­
son w e enacted the recent silver purchase 
law. It was a shortage o f  m onetary  and 
business com m on sense and an over-sup ­
p ly  o f  political b loc pressure, that 
launched us on this second silver fo lly . 
W ill it require another G rover Cleveland 
to rescue us from  this silver in flation?

F A R M  G A IN  IN  M IN N E S O T A
P relim inary  tabulations o f  the 1935 

census o f  agricu lture returns fo r  M inne­
sota, ju st released by  D irector  W illiam  L. 
A ustin , Bureau o f  the Census, D epart­
m ent o f  Com m erce, disclose 203,946 farm s 
com pared w ith 185,255 fa rm s in 1930, an 
increase o f  18,823 or  10 per cent. The 
num ber o f  fa rm s reported  fo r  1935 is 
subject to revision  dow nw ard a fte r  sched­
ules received fro m  the field have been 
edited, as the editors w ill elim inate re­
turns fro m  places not included in the 
census definition o f  “ fa rm .”
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C H O S E N  F O R  R F C  CO M M ITTEE

Two Minneapolis investment and mortgage bankers, Robert J. Stallman, right, 
and Frank J. Mulcahy, left, have been appointed as additional members of the ad­
visory committee of the Minneapolis RFC agency and will assume their posts at 
once. Mr. Mulcahy is president of the Northwestern Mortgage Co. and secretary of 
the Northwestern National Bank & Trust Co. Mr. Stallman is an officer and director 
of the Wells-Dickey Co., associated in the management of its municipal bond depart­
ment. He has served as manager of the Montana and Seattle offices of Wells-Dickey 
Co. Appointment of the Minneapolis men to the committee is in line with expansion 
of the RFC program to cover the fields of mortgage and municipal financing, along 
with its original bank and industrial loans.

U. S. Families 
Spend More 
on Homes

The average A m erican  c ity  fam ily  
spends exactly  one-th ird  o f  its incom e fo r  
food  as against 46 per cent o f  the in ­
com e o f  the G erm an m iddle-class urban 
fam ily  and 40 per cent o f  its incom e paid 
by  the m iddle-class Japanese fa m ily  o f  
com parable circum stances. The A m erican  
fa m ily , how ever, uses a m uch la rg er  p or ­
tion o f  its incom e on its liv ing  quarters 
than do either o f  the other tw o national­
ities, accord ing to a com parative analysis 
o f  fam ily  spending habits ju st com pleted 
by  the N orthw estern  N ational L ife  In ­
surance Co. o f  M inneapolis.

R ecords used in the study included in ­
dustrial w orkers and federa l em ployes 
located in la rge population  centers. There 
w ere  an average o f  tw o children to each 
household. O ver a three-year period  the 
fam ilies en joyed  average annual incom es 
o f  $1,720, or close  to the estim ated na­
tional m ean fo r  1934. The figures show ed 
$47.87 per m onth spent fo r  food , or 33.4 
per cen t; $39.84, or  28 per cent, paid out 
fo r  shelter; and $17.91, or exactly  one- 
eighth  o f  the m onthly incom e, expended 
fo r  cloth ing.

New Unemployment Ins. 
Amendments Explained
A t the recent annual m eeting  in M il­

w aukee o f  the W isconsin  M anufacturers 
A ssociation  proposed  am endm ents now  
b e fore  the leg islature to the W isconsin  
unem ploym ent insurance law  w ere ou t­
lined by  V ice  P resident H. L. S tory  o f the 
A llis-C halm ers Co. and Paul Rauschen- 
bush, adm in istrator o f  the state act.

P roposed changes in the law  w ould  fix 
e ight and on e-ha lf and 13 w eeks as the 
term s o f  benefits, now  stra ight 10 weeks. 
N o benefits m ay exceed $130 a year. P ro ­
v ision  is made to delay paym ents until 
January 1, 1936, possib ly  to  Ju ly  1, 1936, 
i f  a fed era l unem ploym ent insurance law  
is passed.

C ontributions by  em ployers w ill rem ain 
at the original 2 per cent o f  payrolls until 
January 1, 1938, but when the reserve 
reaches TVz per cent o f  the insured p a y ­
roll the rate is autom atica lly  reduced to 
1 per cent. M inim um  exem ption  o f  p a y ­
m ent to em ployes has been reduced from  
$300 to  $250 a m onth. In other w ords, an 
em ploye earning $250 a m onth under the 
am endm ent w ould n ot be entitled to in ­
surance.

Officers re-elected are G eorge S. W hyte, 
K enosha, president; D. C. E verest, 
Rohschild, v ice  president; S. C. Scanlan, 
M adison, treasurer; G eorge F . K ull, M il­
w aukee, secretary-m anager.

Read about the new  N orth w est in C om ­
m ercial W est.

Reserve Board Optimistic
L arg er  national incom e and continued 

indications o f  im prov in g  business, esp e­
c ia lly  the gain  in capital issues, are re­
ported  by  the Federal R eserve B oard in 
its June bulletin . N ational incom e has 
been la rg er  this spring  than in the same 
period  o f  any o f  the three preceding 
years. P rofits o f  la rge  industrial con ­
cerns in the first quarter o f  1935 w ere 
the h ighest fo r  the period  since 1930, 
the B oard states.

Industrial production , fa c to ry  em p loy ­
m ent and payrolls all declined sligh tly  
in M ay, the Board reports. A ctiv ity  in 
residential construction  continued above 
the level o f  a year ago.

R eserve B oard ’s condition  statem ent o f 
w eekly  rep ortin g  m em ber banks on June 
19 show s increases fo r  the w eek o f  $120,- 
000,000 in loans and investm ents and 
$36,000,000 in tim e deposits, decrease o f 
$63,000,000 in reserve balances w ith  R e ­
serve Banks. Loans on securities to  b rok ­
ers and dealers in N ew  Y ork  $838,000,000, 
off $5,000,000. Outside N ew  Y ork  $167,- 
000,000, off $3,000,000.

3 Bank Hearings
The M innesota Com m erce Com m ission 

has three bank hearings on the fire fo r  
next m onth— fo r  new  banks at Danube 
and Greenbush and a m ove from  Evans 
to  R edw ood Falls. T hey are as fo llo w s :

State Bank o f  Danube, $10,000 capital 
and $2,000 surplus. In corp ora tors: Frank 
K ircher, G eorge K irch er and H enry 
Schroer. H earin g  July 2.

Greenbush State Bank, $10,000 capital. 
In corp ora tors: E. A . H ildahl, A ndrew  W . 
Clay, M. O. F olland, Geo. P. Philstrom , 
R. J. Stilde and Carl H jelle . H earing 
Ju ly 2.

Central State Bank o f  R edw ood Falls, 
now  State Bank o f  Evans. A pp lication  
p roposes to increase present $10,000 cap ­
ital to  $25 000 and $5,000 surplus. In cor­
pora tors : H. F. Sm ith, W . G. M cPhee, 
Geo. A . Carnes and Jas. A . Peterson. 
H earing Ju ly  16.

NEW CREDIT UNION
The new  M otor  Bus C redit U nion  o f  

M inneapolis opened fo r  business June 18, 
hav ing  been approved by  the State B ank­
ing D epartm ent June 5.
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Fire Insurance Men Meet 
at Alexandria

That was a great gath ering  o f  fire in­
surance m en up at A lexandria  Thursday 
and F riday  o f  last w eek, when the M in­
nesota U nderw riters A ssocia tion , the 
M innesota State F ire  P revention  A s so ­
ciation  and the M innesota Pond, H onor­
able O rder o f  the Blue G oose, In terna­
tional, held their annual m eetings and 
jo in t outing. A  tota l o f 85 w ere registered  
w hich w as the best attendance in several 
years, that last year having been 60.

G eorge F. D uerr o f  P rovidence W ash ­
ington  F ire, M inneapolis, w as elected 
president o f  the M innesota U nderw riters 
A ssociation . Carl H. L udw ig, N ew  Y ork  
U nderw riters, St. Paul, w as elected vice 
president, and R obert E . C ropsey, N a­
tional o f  H artford , M inneapolis, was 
elected secretary -treasu rer. Three new 
m em bers o f  the executive com m ittee w ere 
elected. T hey are W . P. Canterbury o f 
the Caledonian, N. D ekker o f  Continental 
F ire and D ean P erry . H old -over m em bers 
are S. W . D eW aard  o f  the H artford  and 
A . R. L o fg ren  o f  the A u to  o f  H artford .

A t  the annual “ sp lash”  o f  the M inne­
sota Pond o f  the Blue G oose G eorge F. 
D uerr w as also picked fo r  first honors, 
being  elected m ost loya l gander. G eorge 
D. Van W agenen , state agent N ational 
U nion F ire , M inneapolis, w as elected 
supervisor o f  the flock ; W . W . B elford , 
special agent Rhode Island F ire, cu sto ­
dian o f  the g os lin g s ; John E . Jackson, 
state agen t H om e F ire , guardian  o f  the 
P on d ; Paul A . E nck o f  the E nck & Lin- 
nell A g en cy , M inneapolis, keeper o f  the 
golden  goose  e g g ; D avid I. B ergw in , 
Springfield  F ire and M arine, w ielder o f  
the g oose  quill.

A u stin  F ields o f  the F ire U nderw riters 
Inspection  Bureau, M inneapolis, and 
Louis L. Law , state agent, London A s ­
surance, M inneapolis, w ere  elected dele­
gates to the grand nest (national conven ­
tion ) to be held at A tlan tic  C ity next 
A u gust. M r. F ields w as retirin g  m ost 
loya l gander o f  the M innesota Pond.

D espite the fa c t  the w eather w as a bit 
ch illy  everybody  reported  a good  tim e 
and the sports events w ere a b ig  success. 
These consisted o f  archery, G. W . B lom -

gren , chairm an; fishing, N ick  D ekker, 
chairm an; clock  g o lf , 0 . R. V an  De W all, 
chairm an; stra ight g o lf , Paul Enck, 
chairm an; p in g  p on g, E. J. Lorenzen, 
chairm an; rifle shoot, C. P. Philippi, 
chairm an; trap shoot, C. R. Lill, cha ir­
man. G. F . D uerr w as chairm an o f  the 
com m ittee on prizes and M. G. Irw in  o f  
equipm ent.

The annual Blue G oose banquet w as 
held Thursday evening and the fish fr y  
at noon F riday. This w as to  have been 
an ou tdoor affair, but w as held inside due 
to inclem ent w eather. T hat fa ct, how ever, 
did not in terfere  w ith  en joym ent o f  the 
occasion.

Nation’s Credit Men Adopt 
Insurance Program

A n insurance group session held June 
18 in con junction  w ith  the fortieth  an­
nual m eeting o f  the N ational A ssociation  
o f  Credit M en at P ittsburgh  adopted the 
fo llow in g  program  fo r  the ensuing year:

1. The furtherance o f  sound insurance 
am ong credit executives and credit risks.

2. The alleviation  o f  credit losses due 
to inadequate and im proper insurance in 
all branches.

3. D issem ination  o f  educational insur­
ance data, particu larly  on the less fa m il­
iar fo rm s o f  protection .

4. The establishm ent o f  a cred it m en ’s 
bureau o f  in form ation  on insurance 
problem s.

This m eeting o f  insurance com pany 
representatives (com p risin g  a tota l o f  87 
fire, life , casualty  and surety com panies) 
w as prom ted as a result o f  a survey o f  
insurance buying  p ractices am ong credit 
men in w hich it w as disclosed that only 
30 per cent suggested  or insisted that 
their custom ers carry  fire insurance; only 
10 per cent w indstorm  insurance; and 
only 4 per cent to 5 per cent other allied 
fo rm s o f  protection .

It w as fe lt  that not only is it the duty 
o f  the credit man to insist on m ore com ­

WISCONSIN’S 
NEW OFFICERS
Wisconsin Bankers Associa­

tion in annual convention this 
week at Green Lake, elected the 
following officers:

President— J. J. Brooks, as­
sistant vice president First Wis­
consin National, Milwaukee.

Vice Pres.— Robert L. Banks, 
assistant cashier First National, 
Superior.

T r e a s u r e r  —  T. M. Strong, 
president Strong’s Bank, Dodge- 
ville.

Members Executive Council—  
I. N. Knutson, vice president and 
cashier Coon Valley State, Coon 
Valley; Clarence W. Mau, presi­
dent First State, Prairie Farm; 
William J. Tesch, vice president 
and cashier, Lincoln County 
Bank, Merrill.

plete protection  to  sa fegu ard  his credit 
extension , but also that it w as the duty 
o f  the insurance com panies to assist him 
in this respect.

The insurance group  w ent on record  as 
unanim ously in fa v o r  o f  the universal 
use by credit men o f  the “ insurance state­
m ent”  fo rm  so essential to  the proper 
analysis o f  a credit risk.

In beh alf o f  h is w ork  as sponsor o f  
this group, D. C. Cam pbell o f  the Chicago 
office o f the F idelity -P hoen ix  F ire  Insur­
ance Co., w as re-elected  chairm an fo r  the 
ensuing year. M r. Cam pbell w ill strive to 
obtain  outstanding insurance speakers on 
the p rogram  o f  the next annual m eeting  
o f  the C redit M en ’s N ational A ssociation , 
as w ell as at various m eetings o f  local 
credit associations throughout the year.

W E S T  T R U S T  C O N F E R E N C E  
The thirteenth  regional trust co n fe r ­

ence o f  the Pacific Coast and R ocky  
M ountain States w ill be held at L os 
A n geles, C alif., on O ctober 31 and N o­
vem ber 1. A . L. L athrop, president C ali­
fo rn ia  B ankers A ssociation , is general 
chairm an o f  the con ference com m ittee. 
The con ference region  em braces the 
states o f :  A rizona, C a liforn ia , C olorado, 
Idaho, M ontana, N evada, N ew  M exico, 
O regon, U tah, W ash ington  and W yom ing .

Pioneers

FRED L. GRAY COMPANY
Northwast M aaagars and Ganaral Agants

I N S U R A N C E
Casualty - L iab ility  • Bauds • Flra - A u tom obile  - Marina 

In Quality Compmnia* Only
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. The Bank Lobby .
“ Ye Do It Unto M e”

He didn ’t say anything, had just 
w atched her fo r  a m inute, then one o f  
the senior executives o f  the N orthw est­
ern N ational Bank & Trust Co., w here 
the peony show w as held in M inneapolis 
th is w eek, w alked over to a stand, took 
a b ig  handful o f  peonies, g rea t beautifu l 
ones o f  all co lors, laid them  in her lap 
and w alked aw ay. But i f  he could have 
seen the sm ile that ligh ted  her fa ce  as 
the child eased the tw isted, shrunken 
leg  in her w heel chair and clasped the 
flow ers to her breast he w ould  have been 
fu lly  repaid. It w as w onderfu l to  have 
had her m other wheel her all the w ay 
to  the show  so she could see the beauti­
fu l flow ers she loved, but to have a grea t 
bunch o f  them  fo r  her very  ow n— that 
was alm ost too good  to believe.

• • •

Goes to Denison
H enry C. Linduski w ho has been ch ief 

clerk  at the L ive Stock N ational Bank, 
Sioux City, has accepted the position  o f  
cash ier o f  the F irst N ational at Denison, 
la ., and w ill assum e his new office July 1. 
A nnouncem ent o f  the change is m ade by  
V ice  President Carl F redericksen  o f  the 
Sioux C ity bank. Mr. Linduski, w ho is 36

Duress Under 
"Torrens"

In a recent local case, it is 
claimed that a deed on registered 
property was unlawfully pro­
cured under influence and 
duress.

T itle  insurance protects 
against loss from title difficul­
ties.

(Next week— another actual 
difficulty.)

Title Insurance Company 
of M innesota
1 2 5  S o u th  F if t h  S treet 

MINNEAPOLIS

years old, has been w ith the Live Stock 
N ational fo r  16 years, having started as 
m essenger.

• • *

Good Natured About It
Like m ost N orth  D akotans President 

Frank T. M errill o f  the U nion N ational, 
M inot, w as m igh ty  good-natured  about it 
when the picture o f  another Frank M errill 
was run inadvertantly  in last w eek ’s C om ­
m ercial W est fo r  that o f  the new ly  elected 
v ice president o f  the N orth  D akota 
Bankers A ssociation . O nly th ing Mr. 
M errill said outside o f  “ no harm  had been 
done”  w as that he is g o in g  to “ charge 
C om m ercial W est fo r  the postage he has 
had to use in rep ly ing  to letters from  in ­
quiring fr iend s.”  Com m ercial W est hopes 
to be able to present the “ r ig h t”  picture o f 
Mr. M errill as soon as he can be induced 
to have a new  photo taken.

Twenty-five Years Old
On June 20, 1935, the R eclam ation  State 

Bank, N ew ell, S. D., had been in operation  
fo r  25 years, having opened fo r  business 
June 20, 1910. T ota l deposits now  am ount 
to $478,000. D. J. H ull, president, and 
W . B. P en fold , v ice president, have served 
as d irectors continuously since the bank 
was organized.

• • •

Taking A. /. B. Course
Bankers o f  the N orthw est w ho have 

registered  fo r  the courses o f  the G radu­
ate School o f  B anking at R u tgers U ni­
versity , Brunsw ick, N. J., operated un-

W. R. MURRAY, chairman of the Golf 
Committee, photographed at his post by 
the scoreboard at Interlachen.

der jo in t auspices o f  the A . I. B. and 
the U niversity , are:

M innesota: V incent M cLane, assistant 
cashier F irst N ational Bank & Trust Co., 
M inneapolis.

N orth D akota : Raym ond A . H. Brandt, 
v ice president F irst N ational, M inot.

Iow a : W illiam  L. Tem ple, cashier Ute 
State, Ute.

W isconsin : W . G. D oherty, cashier
W isconsin  State, D elavan ; S. M. D ries- 
sen, departm ent head, M arshall & Usley 
Bank; A . R. Lem m , branch m anager F irst 
W isconsin  N ational, both  o f  M ilwaukee, 
and E. M. Van Lone, B eloit Savings 
Bank.

• • •

Entertains FDIC M en
Iow a 's secretary , Frank W arner, enter­

tained federa l and state banking officials 
at a luncheon in Des M oines F r id ay  o f 
last week. The occasion  grew  out o f  an 
official con ference w ith S ecretary  W a r­
ner, other officials o f  the Iow a Bankers 
A ssociation  and executives o f  the state 
banking departm ent w ith  F D IC  exam in­
ers. These w ere A ssistant C h ief E xam in ­
er D. C. Taffit o f  W ashington , D. C .; 
W esley  C. M cD ow ell, E ighth  d istr ict sup­
erintendent o f  exam iners, and F rank Let- 
tow , Iow a exam iner. Others attending 
the luncheon w ere R. L. Bruce, Iow a 
deputy  superintendent o f  bank ing; G rov­
er K routh , head o f  the receiversh ip  de­
partm ent. Iow a  banking departm ent;
B. F. K auffm an, m em ber State Banking- 
B oard ; Lehan T. Ryan, assistant attorney 
general, and D. W . Bates, Iow a super­
intendent o f  banking.

• *  •

Had Rabbit's Foot
H. T. S criver o f  the F irst N ational, 

Cannon F alls, m ust have picked up a 
rabb it’s fo o t  som ew here on Interlachen 
during the g o lf  tournam ent feature o f  the 
annual convention  o f  the M innesota B ank­
ers A ssociation , held at the N icollet in 
M inneapolis. A t  least he sure w as lucky. 
He and G. H. Dinkel, A . C. o f  the Peoples 
N ational at L on g  P rairie, tied fo r  the 
blind b og ey  prize. T hey le ft  it to  P resi­
dent-elect W m . N. Johnson o f  M. B. A. 
to flip a coin and M r. Scriver w on.

• • •

Everybody Happy
Pres. E. W . K ane o f  the W orth ington  

N ational w as one o f  the early  arrivals 
last w eek fo r  the M. B. A . convention  
and spent som e tim e v isitin g  around in 
the Tw in Cities. “ E veryth in g  looks great 
down our w a y ,”  M r. K ane told C om m er­
cial W est. “ Crops good , pastures fine,
livestock  feed ers m aking m oney, ev ery ­
body hap p y .”

*  *  *

California Bound
D. W . B ates, Iow a ’s superintendent of 

banking, accom panied by  M rs. Bates and 
their son, R obert, le ft  a few  days ago 
fo r  an auto trip  to C alifornia , partly  
business, p a rtly  pleasure. T hey w ill be 
gone a m onth or six weeks.
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The Council of Administration at luncheon meeting Thursday after close of Minnesota’s forty-sixth annual conven­
tion. Left to right: A . B. Larson (retiring member), C. M. Berg, H. R. Kurth, Treasurer W . C. Krog, Frank P. Powers, 
Vice President Gandrud, President Johnson, Secretary Duncan, Past President Fouquette, H. M. Burnham and N. H. 
Tallakson. Absent when picture was taken: W. F. McLean, C. E. Johnson, B. V. Moore and F. J. Thul.

Peony Show at Bank
The lobby o f the N orthw estern  N a­

tional Bank & Trust Co., w as one great 
m ass o f  beauty this week as hundreds o f 
beautifu l peonies, irises, roses and other 
flow ers o f  the season were on display at 
the annual exhib it o f  the M innesota 
Peony, Iris and Garden F low er Societies 
affiliated w ith the M innesota H orticu ltur­
al Society. H undreds v isited  the bank and 
adm ired the beautifu l display, said to 
have exceeded those o f  past years b e ­
cause o f  the fav orab le  g row in g  season.

• • •

Fish Are Biting
“ The best I can say about th ings up 

our w a y ,”  said Pres. N els M. Evenson, 
F irst N ational o f  O sakis, at the M inne­
sota convention , “ is that the fish are b it­
ing  good  and running large. A nyth ing  
I m ight say about crops and business 
conditions w ould be just p iling  so much 
good  th ings on top o f  w hat everybody  
else says. But conditions sure are fine 
and w e are look in g  fo r  good  fa ll business 
all a long  the lin e.”

• • •

New Director
Jacob F einberg, president Jacob 

F ein berg  & Co., w holesale m eats, M in­
neapolis, has been elected a d irector o f  
the Stock  Y ards N ational, South St. 
Paul, to  fill the vacancy  caused by the 
death o f A . Slim m er. Mr. F ein berg  has 
been identified w ith the livestock  and 
m eat business in the N orthw est fo r  m ore 
than 35 years.

• • •

New N . D. Bank
President Frank R. Scott o f  the M er­

chants N ational Bank & Trust Co., F a r­
go, has applied fo r  a charter fo r  a bank 
in W est F arg o , to be know n as the Live 
Stock  Bank o f  W est F argo . A ssociated  
w ith M r. S cott in the application  w ere 
M essrs. R. F. Gunkelm an and R. D. W a r­
ner, d irectors o f  the M erchants N ational.

The new bank w ill be located  in the E x ­
change building to be erected in connec­
tion  w ith the establishm ent now  under 
w ay  o f  new  stock yards in W est F arg o  
by  the St. Paul U nion Stock  Y ards Co. 
o f  South St. Paul. The bank w ill not be 
opened until the new  stock yards are 
ready fo r  operation.

• • •

The Flying Dutchman
State Bank E xam iner A dam  A . L e for  

o f  N orth D akota doesn ’t w aste any time 
when he m akes up his mind to g o  places. 
He decided to  take in the sm oker o f  the 
M. B. A . convention . That w as at 4 
o ’clock  in the a fternoon  at B ism arck. So 
he hopped a N orthw est A irlines plane, 
g o t  into M inneapolis at 7:50, had dinner, 
attended the sm oker, took  another A ir ­
lines ship back at 11:30 P. M., landed at 
B ism arck  at 2:15 A . M ., had five hours 
good  sleep— and w as back on the jo b  the 
n ext m orn ing at the state capitol. He 
actually  lost 10 m inutes’ office tim e trav ­
eling  892 m iles.

*  •  *

Conventions This Week
Bankers o f  W isconsin  and M ichigan 

held their conventions th is week, W iscon ­
sin at Green Lake and M ichigan at Lan­
sing, both on the same days, M onday, 
T uesday and W ednesday. M ore about 
these conventions n ext week. Suffice to 
say reports show ed la rge attendance, 
plenty  o f  optim ism  and everybody  h aving 
a good  tim e, hearing  good  speakers and

gettin g  lots o f  inspiration  fo r  the rest 
o f  the year.

• • •

Fntertain Banker Age?its
Bankers w ho also handle insurance, and 

there are a grea t m any o f  them , w ere 
entertained at the convention  last w eek 
o f  the M innesota Bankers A ssocia tion  in 
M inneapolis by O scar J. Eastm an o f 
N orthw estern  F ire  & M arine, M inneap­
olis, and H. 0 . M unson, C. H. Christensen 
and C. F . H jerm stad , field men. In ter­
esting  con ferences w ere held w ith various 
bankers on the insurance outlook in their 
com m unities and m any fine friendsh ips 
resulted.

• • •

S. D. 1936 Dates
The executive council o f  the South D a­

kota  Bankers A ssociation  has selected 
M ay 20-21 as the dates fo r  the 1936 
state convention  and A berdeen  as the 
place.

•  •  *

A. I. B. Chairmen
H enry V erdelin , F irst Service Corp., 

M inneapolis, new  v ice president A . I. B., 
and T. D. M aier, F irst N ational Bank, 
St. Paul, have been nam ed chairm en o f  
standing com m ittees by President-elect 
M aynard W . E. Park o f  the A . I. B. M r. 
M aier is chairm an o f  the debate com ­
m ittee and M r. Verdelin  o f  the p rogram  
com m ittee.

(Continued on page 65)

Bankers Certified Service, Inc.
44F or M od ern  Bank M anagem ent ”

Fred Schilplin, President J. L. Rivard, Vice President 
Kendall Clark, Sec’y-Treas.

ST. CLOUD, MINN. THE GRANITE CITY
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M. B. A. President Makes 
First Public Statement

P resident-elect W m . N. Johnson o f  the 
M innesota Bankers A ssociation , w ho is 
also v ice president o f  the N orthw estern  
N ational Bank & Trust Co., M inneapolis, 
has a w ord o f  confidence fo r  the fu tu re 
o f banking and business in the N orth ­
w est. In  his first public statem ent since 
election last w eek  to  the presidency o f 
the M innesota association , Mr. Johnson, 
in an interview  fo r  Com m ercial W est, 
says:

‘T am  fu lly  appreciative o f  the honor 
con ferred  upon me and the confidence 
im posed in me by  m y election  to the 
presidency o f  the M innesota Bankers 
A ssociation . I shall endeavor during the 
com ing year to carry  out as fu lly  as 
possib le the duties and obligations o f  the 
office, w ith  the thought alw ays in mind 
o f  transacting  m y official affairs in the 
best interest o f  all concerned.

“ L egislation  and low  earnings I should 
say  constitute the ch ie f obstacles before  
the banking business today. Otherw ise 
the outlook is encouraging. Crop con ­
ditions are excellent w ith  indications 
farm ers w ill obtain  a fa ir  price this fa ll 
fo r  their products. This situation, p ro ­
vided we harvest good  crops now  prom - 
issed, should result in considerable im ­
provem ent this fa ll in business condi­
tions throughout the N orthw est. In fa ct 
it should start this area w ell on its w ay 
to substantial business recovery , in w hich, 
o f  course, the banker, as alw ays, w ill be 
a central figure.

“ Concerning banking leg islation  now  
before  C ongress, know n as the banking 
bill o f  1935, it seem s probable this m eas­
ure m ay becom e law  b e fore  or by  the 
tim e this issue o f  Com m ercial W est 
reaches its readers, because I see by  
press dispatches from  W ash ington  yester­
day (M onday) that it is expected  the bill 
w ill be taken up and passed in three 
days.

“ M eanwhile I am hopefu l T itle II w ill 
either be om itted or held over fo r  fu rth er 
study and thought or else am ended to the 
extent that political control from  W ash ­
ington  o f  the Federal R eserve Board, 
now  proposed, is lessened m aterially.

“ F rom  advices I have received from  
reliable sources I am  hopefu l the bill 
w ill be am ended so that state banks w ill 
not be forced  to join  the Federal R eserve 
system  in order to qualify  fo r  deposit 
insurance. It  w ould seem  to me im ­
portant that state banks, as m any as 
w ish, should be priv ileged  to rem ain ou t­

side the R eserve system . T hey w ould 
serve as an adm irable check to intensified 
W ash ington  control o f  the n ation ’s bank­
ing system , should Title II o f  the banking 
bill be enacted as it  now  exists. There 
w ould be re fu ge  in the various states, 
too, should state banks retain  their 
present status, fo r  national banks which 
m ight w ish  to convert into state insti­
tutions i f  they  w ere not in sym pathy w ith 
the provisions o f  T itle I I .”

Tax Free Bonds 
Threatened

Considerable speculation  is r ife  as to 
ju st w hat w ill happen to the m unicipal 
bond m arket in case C ongress heeds the 
recom m endation  o f  President R oosevelt 
and takes the tax -exem p t p riv ilege  aw ay 
from  state, county and m unicipal bonds.

F or one th ing bond dealers are p ra c­
tica lly  unanim ous in fee lin g  m uch o f  the 
desirability  w ould be taken fro m  the 
m unicipal fro m  the v iew p oin t o f  the in ­
vestor. The fa c t  rem ains, how ever, that a 
m unicipal bond has back o f  it the great 
fundam ental security  o f  all ages— land 
and real p roperty , plus pride o f  com m on­
w ealth  in its credit. H ere, then, is one 
fa c to r  o f  value in the eyes o f  the investor 
that cannot be taken aw ay fro m  the 
m unicipal bond when in com petition  w ith  
the corporation  bond.

The fa c t  that i f  such a law  is enacted 
federa l governm ent bonds also w ill be 
taxable  b y  states, rem oves that com ­
petitive fa c to r  from  the federa l bond, 
which, at least, w ould place both  on the 
same level.

W ith  its ta x -ex em p t p riv ilege w ith ­
draw n the m unicipal bond w ould have to 
bear a h igher y ield  fo r  the investor in 
order to m ake it attractive. To that ex ­
tent taxpayers, it is pointed out, w ould 
be m uch m ore care fu l be fore  in curring  
indebtedness. This not only w ould reduce 
fu tu re  bonded debts, thus reliev ing  a 
g row in g  tax  burden, but w ould  again  
m ake the m unicipal attractive to the in ­
vestor.

B y the sam e token, how ever, it w ould 
appear that the volum e o f  m unicipals w ill 
be reduced. F urther effect w ould be to 
slow  up refunding  operations because 
under higher rates o f  y ield the ob jective

Bank Stocks
June 26, 1935

Bid Asked
M IN N E A P O L IS

First Bank Stock............................... 9%  9%
N . W . B a n c o ...........................................  4 %  5

N E W  Y O R K
Bankers Trust ................................... 59% 60
Chase ...................... ................................  25% 25%
First National ................................... 1510 1520
Guaranty Trust Co..................... .. . 259 261
National City ...................... .......... .. 23% 24%,

CHICAGO
Central Republic ...................... .... 4%  5%
City National .....................................  80 . . . .
Continental Illinois .................... 44% 45%
First National .................  108 110
Harris Trust & Saving's...............  220 222
Northern Trust ................................. 445 455

Commodity Prices

June 26 June 19
Butter (lb .) .................... $0.24%  $0.25
E g g s  (d oz .) .......................... 25%  .24%
(Butter and egg prices are New York whole­
sale market on “ firsts.” )
H ogs (cw t.) ....................  9.00 9.30
Cattle (cw t.) .................. 9.75 10.00
Lam bs (cw t.) .......   8.25 7.75
(Livestock prices are South St. Paul quota­
tions for top sales.)
P otatoes (cw t.) .............  1.00 1.00
P otatoes (cw t.)  ................... 85 .85
(Potato prices are those paid growers in car- 
lots. Higher price for Minneapolis district, 
lower for shipments from northern part of 
state.)

o f  reduced cost to  taxpayers in interest 
rates w ould be la rgely  i f  not w holly  re ­
m oved by  the h igher rates at w hich non­
ta x -free  bonds w ould have to be issued. 

• • •

Personally Speaking
The Don Greens entertained a group  

o f  v isiting  bond m en and their w ives at 
their sum m er hom e over the week-end.

Bond Club President Stanley G ates re ­
cently  returned from  an extensive E a st­
ern trip.

B ig  th ings are expected  o f  Bond Club 
Gov. G eorge E veritt. He is spending the 
w eek-end on W isconsin  trou t stream s.

D. K. Searles, head m unicipal trader 
fo r  B lyth & Co., C h icago, w as in tow n 
Tuesday.

Bill M acFadden o f  P iper, Ja ffray  & 
H opw ood, snagged  a 20-pound N orthern 
pike on his latest fishing expedition. T h is 
is no mean trick  w ith a fly rod.

D oes anyone rem em ber m eeting  a cer ­
tain C olonel B oyd at the Bond Club out­
in g ?

“ I guess I ’ll have to g ive  up sm oking,”  
announced the husband. “ The d octor says 
one lung is nearly  gone .”  “ Oh, R ob ert,”  
excla im ed his w ife , “ couldn ’t you  hold out 
ju st a little  longer, until w e g et enough 
coupons fo r  a new  r u g ? ”

W OODARD ELW OOD & CO.
8 4 0  R A N D  T O W E R  M I N N E A P O L I S

B O N D S  S T O C K S

M E M B E R S  O F
M I N N E A P O L I S - S T .  P A U L  S T O C K  E X C H A N G E
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Elk River Bank 
Observes 50th 
Anniversary

W ith  a record  o f  no closings, no reor ­
gan izations, o f  paym ent o f  dividends 
every  year to its stockholders the Bank 
o f  E lk  R iver  (M inn .) on Tuesday o f  this 
w eek  celebrated 50 continuous years o f  
service to  the city  o f  E lk  R iver and the 
ad join in g  fa rm in g  com m unity.

Open house w as kept by  the bank 
throughout the day in com m em oration  o f  
its golden  jubilee, a g rea t birthday cake 
w as cut, roses w ere presented the ladies 
and cigars, c igarets and refreshm ents to 
the men.

M any beautifu l bouquets w ere received 
and banked about the lobby  and on ex ­
ecu tives’ desks. T elegram s o f  congratu la­
tion  w ere sent by  banks o f  the Tw in 
Cities and elsew here and v isiting  bank­
ers w ere present from  M onticello, A noka, 
O sseo and the Tw in Cities.

It w as a grea t day fo r  the bank, m ore 
than 500 people dropping  in to  extend 
their congratu lations and good  w ishes fo r  
the fu tu re— m any m ore than had been 
expected.

The Bank o f  E lk R iver w as organized 
as a private institution  in June, 1885, 
w ith W . L. B abcock, W . H. H oulton  and 
H enry Castle as its founders . . . rein ­
corporated  in 1902 . . . jo ined  U nion In ­
vestm ent Co., 1905 . . . jo ined  N orth ­
w est B ancorporation , 1929 . . . fo r  50 
years has given  E lk R iver safe, construc­
tive banking service.

P resent officers are: C. M. Babcock, 
president; J. H . Rom denne, v ice presi­
dent; Charles H. Bade, cashier, and H. M. 
Stanz and M. C. Tesch, assistant cashiers.

B. & L. D A T E S  C H A N G E D
C hange in the dates previously  an ­

nounced fo r  its fo r ty -th ird  annual con ­
vention  in Cincinnati is reported  b y  the 
U nited States B uild ing and Loan League. 
N ew  dates, as given  out b y  I. F riedland- 
er, president o f the L eague, are N ovem ­
ber 13, 14, and 15, exactly  one w eek 
la ter than those form erly  set.

A T T E N D A N C E  R E C O R D
F ollow in g  is the official at-

tendance record— those actually
registered— -of the last tw elve
conventions o f  the M innesota
Bankers A ssocia tion :
1935........ M inneapolis ... .... 1462
1934........ ... St. P a u l....... .... 1173
1933........ M inneapolis ... .... 1280
1932........ ... St. P a u l ....... .... 1267
1931........ M inneapolis ... .... 1252
1930....... ... St. P a u l____ .... 1301
1929........ M inneapolis .... .... 975
1928........ B reezy  P o in t .... .... 468
1927........ ... St. P a u l ......... .... 774
1926........ M inneapolis .... .... 1345
1925........ ... Duluth ........ .... 639
1924........ ... St. P a u l ........ .... 1099

« R Ë E N M A N ,  M c G U I R E  &  D R I S C O L L

A l m o n  A .  G r e e n m a n

Incorporated

INVESTMENT SECURITIES
C e d a r  1347T. F r a n k  M c G u ir e E -1 4 0 8  F irat N a tio n a l B a n k  B u ild in g
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Bright Prospects for Northwest
By JOHN F. NICHOLS, Secretary-treasurer, Minn. Realty Assn.

W ith  a v ig o r  that was deligh tfu l to  b e ­
hold the old-tim e pioneer sp irit w hich 
built up the N orthw est cam e to life  at a 
special m eeting  o f  the M inneapolis Real 
E state Board at w hich w as entertained 
the board o f  d irectors o f  the M innesota 
R ealty  A ssociation  this past w eek at the 
A th letic  Club in M inneapolis.

M en from  practica lly  every  d istrict 
attended the session and, w ith som e 
rapid -fire statem ents o f  crop and land 
sa les’ conditions in their respective areas, 
gave testim onials, undisputed prophecy  
o f  bum per crops and prosp erity  fo r  the 
N orthw est. Indeed they w ere so favorab le  
that the only answ er pessim ists could 
g ive  is, “ It cannot be possible, f o r  we 
have not yet reached the m illennium  or 
an U topia  era w here everyth in g  is per­
fect. T hey are facts , how ever, which can­
not be denied. There is a distinct rise in 
farm  values and inquiries fo r  lands are 
m ultip ly ing  daily. F arm ers are happy. 
Farm  prices are m ounting and w eather 
conditions are ideal. F orecasts m ade by 
the m onthly C argill report show s a p ro ­
duction foreca st fo r  w in ter w heat o f 
2,624,000 bushels as com pared w ith  790,- 
000 bushels last year. R ye is given  as 
90 per cent norm al as com pared w ith 35 
per cent last year. B arley  88 per cent as 
com pared w ith 44 per cent last year. Oats 
89 per cent as com pared w ith 44 per cent 
last year and thus goes the story  o f  a 
crop  situation in the N orthw est.

A . J. D exter, agricu ltural developm ent 
agent fo r  the N orthern  Pacific R ailw ay, 
in the principle speech o f  the m eeting  w as 
exp licit in his statem ent that from  all 
in form ation  w hich his com pany w as able 
to assem ble, the N orthw est w as headed 
fo r  a period  o f  its g rea test prosperity .

Otto C. Neum an o f  W heaton, president 
o f  the association  w as present and added 
in his talk to the optim istic outlook.

In addition to the m em bers o f  the M in­
neapolis R eal E state B oard the m eeting 
w as attended by  W hitney W all and 
Thom as W . W alker o f  D uluth; W illiam  
D. Clapp, St. P au l; E. H. L idberg , Red 
W in g ; O. J. K olb, N ew  U lm ; R. H. M ath- 
w ick, G aylord ; A . C. M urray, W adena,

and P. B. Gaass, Crookston. R. C. 
K aercher o f  O rtonville, a m em ber o f  the 
board  o f  d irectors, sent his sister, Grace 
K aercher D avis, to attend the m eeting  in 
his place. L. W . H untley o f  Grand Rapids 
also a m em ber o f  the board o f  d irectors 
did n ot attend.

Sees Good Era on Way
“ I believe that w e m ay date real re ­

covery  from  the instant that the suprem e 
court reaffirm ed the constitution  in the 
N R A  case,”  stated President H erbert K . 
L indsley o f  the A m erican  L ife  Conven­
tion, president F arm ers & Bankers L ife  
Insurance Co., W ich ita , Kan., in a public 
announcem ent ju st released.

“ The reaffirm ation o f  the constitution  
already has stirred true A m ericans very  
deeply,”  he said. “ It is practica lly  certain  
there w ill be a grea t battle in this coun­
try  to am end the constitution, to ‘b r in g  it 
up to date,’ as som e w ould have us believe 
is necessary. But I believe the peop le  o f  
the U nited States w ill overw helm ingly  
vote  dow n any radical revision  o f  the 
constitution. I believe in the native com ­
m on-sense o f  the peop le ; that they w ill 
conclude that a statem ent o f  princip les 
that has carried  the country  so fa r  on the 
w ay onw ard and upward, cannot be fa r  
w ron g .”

In conclusion  P resident L indsley said 
everyth ing  indicates an era o f  great 
prosperity  ahead; railroads have their 
shoulders to the w heel and w ith new 
facilities  are w inning back business; 
obsolescence in industrial equipm ent and 
furn ish ings o f  hom e offices, etc., o ffers a 
trem endous opportunity  fo r  re -em p loy ­
m ent, grow in g  busines o f  life  insurance 
com panies indicates an im proved  eco­
nom ic situation.

M other: “ N ow , H oneybunch, eat up 
your rice, like a good  b oy .”  H oneybunch : 
“ I don ’t like r ice .”  M other: “ W ell, ju st 
pretend you  like it .”  H oneybunch : “ No, 
I ’ll ju st pretend to eat it .”

Commercial West — the Northwest’s 
business news magazine.
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T he Insurance K eyhole

These halcyon  ( ? )  sum m er days are 
lending them selves, as n icely  as they can 
it w ould seem , to annual m eetings, out­
ings and so on o f  insurance men. It cer­
ta in ly  can ’t have been the w eather, so it 
m ust have been the im pulse o f  better 
tim es, greater optim ism , or w hat have 
you, that has been gettin g  out such good  
attendance.

F or  instance the Blue G oose, M inne­
sota U nderw riters and State F ire P reven ­
tion  men turned out one o f  the b igg est 
attendances since the good  old days o f  
the late ’20’s at their com bined outing 
and business m eetings last w eek at 
A lexandria . Same, too, fo r  the N orth  D a­
kota Federation.

• • •

Gets Two Plums
W hen it com es to popularity  Y e K ey- 

holer has to aw ard the plum  to G eorge 
D uerr o f  Providence W ashington  F ire, 
M inneapolis. N ot only w as he elected 
president o f  the M innesota U nderw riters 
but the Blue Goose Pond turned righ t 
around and elected him m ost loyal gander 
o f  that group— m eaning president. Y ou 
sure have g ot to be p retty  w ell known 
and liked to head tw o such grea t o rga n ­
izations o f  fire insurance men at one and 
the same tim e.

• • •

What’s in a Tag?
The ta g  O scar Eastm an o f  N orthw est­

ern F ire & M arine w ore at the M innesota 
Bankers A ssociation  convention  last w eek 
had him  branded as being w ith the N orth ­
w estern F ire & R ange. W h y they m is­
took O scar fo r  a cow boy  is m ore than Y e 
K eyh oler can fathom . But m aybe they 
caught the fire part o f  the com pany ’s 
nam e and ju st naturally  figured range 
was the th in g  to  put a fte r  fire. A nyhow  
it didn ’t seem  to bother M r. Eastm an 
m uch and he sure m ade a lot o f  friends 
fo r  his firm.

• • •

Not Bad, at All
W ard  F. Senn o f  the P ioneer A g en cy , 

M inneapolis, is go in g  to leave the job  o f 
hustling business entirely to his efficient 
staff fo r  a few  days soon. R eason : H e ’s 
g o in g  fishing up north som ewhere, p rob ­
ably at A1 S ch aefer ’s Camp on B ig  W in- 
nibigoshish. This trip  o f  W a rd ’s is sort 
o f  a return engagem ent. It seem s when 
the bass season opened in Iow a Mr. Senn 
w as the guest down there o f  A . H. H off­
man, president; P. A . Stark, v ice p resi­
dent, and G eorge F. W ahl, secretary  o f 
the Y eom an ’s M utual, D es M oines. N ow  
that the season has opened in northern  
M innesota these gentlem en are to be M r. 
Senn ’s guests up north  in this state. Mr. 
Senn, by  the w ay, reports his M ay busi­
ness 92 per cent ahead o f  that o f  M ay,

1934, which isn ’t at all bad Y e Old K ey- 
holer would say.

AT D. in Minnesota
The Insurance Federation  o f  N orth 

D akota held its annual m eeting  last F r i­
day, Saturday and Sunday at D etroit 
Lakes in M innesota, w ith  President 
Charles A . D aw son o f  F arg o  and Secre­
tary  0 . J. T rim ble o f  D evils Lake in 
charge o f  the program , ably assisted by

F o r  the second tim e in three years a 
team  representing  St. Paul Chapter o f 
the A m erican  Institute o f  B anking has 
w on the national debate cham pionship o f  
the Institute.

In 1933 M iss D orothy  Goth and T heo­
dore M aier o f  the F irst N ational Bank, 
w ith  Theophil R usterholz o f  the Farm  
Credit A dm in istration  as alternate, de­
feated  the San F rancisco team  at the Chi­
cago  convention . On June 11 M iss Goth 
and M r. R usterholz w ith M alcolm  C utting 
o f  the F irst N ational Bank as alternate 
and coached by Jam es S. K ean, defeated 
a team  from  D allas, T exas, by  a unan­
im ous decison. The debate w as held in 
Om aha in connection  w ith the N ational

various com m itteem en all o f  w hom  did a 
v ery  fine job  at the business session and 
the outing  and entertainm ent preceding 
and concluding business affairs. President 
0 . D. Hauschild o f  the Insurance F edera­
tion o f  M innesota, accom panied by Secre­
tary  Clyde B. Helm  and Secretary John 
T. H utchinson o f  the Insurance F edera­
tion o f  A m erica , drove up to the N orth 
D akota m eeting  from  M inneapolis, where 
Mr. H auschild w elcom ed the N orth  D a­
kotans and their convention  to the state 
o f  M innesota. Insurance Com m issioner 
H arold H opton  o f  N orth  D akota, new ly 
elected last fa ll, w as ch ie f speaker at the 
business session, outlin ing policies o f  his 
departm ent, assuring the insurance bu si­
ness his cooperation  and being assured 
he w ould receive the cooperation  o f  the 
insurance business. There w ere about 40

Institute convention  held in that city . The 
question was, “ R esolved, That the U nited 
States should adopt a policy  tending 
tow ard econom ic self-su fficiency.”

In earn ing the righ t to participate in 
the debate at Om aha team s representing 
the St. Paul C hapter defeated M inne­
apolis, Duluth, Omaha, K ansas C ity and 
C hicago. A  sem i-final debate w as held at 
D enver in w hich St. Paul defeated 
Fresno, Calif., representing  the W est 
Coast section. F ifteen  m em bers o f  the 
C hapter took  part in the various prelim ­
inary  debates.

A  luncheon in honor o f  the team  was 
held M onday noon, June 17, at the St. 
Paul A th letic  Club.

W I N N I N G  ST .  P A U L  T E A M

Left to right: Theophil Rusterholz, Malcolm Cutting, Dorothy Goth
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OLD LINE LIFE STATEMENT

New World Life Insurance Co.
Seattle, Wash.

Organized in 1911

J. J. CADIGAN, Pres. R. C. BURTON, Sec.

Attorney to Accept Service in Minnesota: 
COMMISSIONER OF INSURANCE

CASH CAPITAL, $1,134,500.00

Income in 1934
Total Premium Income................................ $ 1,139,514.01
From all other sources...........................    541,528.82

Total Income ............................................. $ 1,681,042.83

Ledger Assets, Dec. 31, 1933..................... $ 9,768,915.43

Sum ................................................................$11,449,958.26

Disbursements in 1934 
Total paid to policyholders, including

dividends .......................................................$ 1,158,759.78
Dividends to stockholders.......................... 345.60
A ll other disbursements............................... 590,171.86

Total disbursements.....................................  1,749,277.24

Balance .........................................................$ 9,700,681.02

Ledger Assets Dec. 31, 1934
Real Estate ...................................................... $ 1,811,072.72
Mortgage Loans ............................................. 2,593,420.66
Premium Note and Policy Loans.......................................... 2,191,924.86
Bonds and Stocks..........................................  2,730,633.63
Cash in Office, Trust Companies and

Banks .............................................................  297,968.46
Bills receivable and agents’ balan ce.. .  36,891.90
All other Ledger Assets............................... 38,768.79

Total Ledger Assets (as per balance) $ 9,700,681.02

Total Non-Ledger Assets........................................................$ 468,011.23

Gross Assets ................................................$10,168,692.25

Deduct Assets Not Admitted................................................. $ 136,983.95

Total Admitted Assets............................. $10,031,708.30
Liabilities Dec. 31, 1934

Net reserves including accidental death
and permanent disability features. .$ 7,723,824.43 

Total liability for outstanding policy
claims and losses...................................... 21,286.70

Special reserves, or surplus funds----- 200,000.00
All other Liabilities...................................... 371,511.83

Total Liabilities .....................................$ 8,316,622.96

Capital stock paid up.................................$ 1,134,500.00

Unassigned funds (surplus)............ , . . . $  580,585.34
Number of Policies and Amount of Insurance in Force 

LIFE
Number Amount

Ordinary .......................................... 19,214 $38,329,409.34
Other than LIFE

Number Amount
Accident .......................................... None
Health ............................................... None

Total ............................................ None
Business in Minnesota in 1934

ORDINARY
Number Amount

In force Dec. 31, 1933............. 2,794 $ 5,365,066.20
Issued, revived, increased, dur-

ing year ..................................... 267 557,670.00
Total terminated during the 

year ............................................... 419 1,052,851.35
In force Dec. 31, 1934............... 2,642 4,869,884.85
Losses and claims settled dur­

ing year ...................................... 17 24,931.37
Losses and claims unpaid Dec. 

31, 1934 .................................. 3 3,000.00
Gross premiums received (Re­

insurance not included). . . 142,511.76
Group ............................................... None
Industrial ........................................ Non©
Other than L ife............................ None

State of Minnesota 
DEPARTMENT OF INSURANCE

I HEREBY CERTIFY That the Annual Statement 
of the New World Life Insurance Company for the 
year ended December 31, 1934, of which the above 
is an abstract, has been received and filed in this 
department and duly approved by me.

FRANK YETKA,
Commissioner of Insurance 

F. W. J.

M. C. Laughman
M a n a g er

Northwestern Division 
444 Baker Bldg. Minneapolis

insurance m en at the m eeting, m ost o f 
w hom  brought their fam ilies. A rthur 
P ow ell, D evils Lake, w as elected p resi­
dent fo r  the ensuing year.

Welcomes “ Visiting Firemen”
Y e K eyholer claim s that w as a sm art 

w isecrack  the toastm aster made at the 
annual Blue Goose banquet during the 
gath ering  o f  the lads and their ladies o f 
the fire insurance lines at A lexandria  last 
w eek-end. A nd there is som e question 
still in the m inds o f  som e o f  the lads as 
to w hether it w as im prom ptu genius, 
bright, bubbling hum or or w hat a m u­
sician w ould  call a grace note. A nyw ay, 
he started in by  saying  w hat a grand 
th ing it w as to be able to w elcom e so 
m any “ v isitin g  firem en”  to the annual 
m eetings.

•  #  *

The “ Law” of Insurance
A nd ta lking about popular insurance 

m en Y e K eyholer w ishes to present 
Louis L. Law, state agent o f  London A s ­
surance. W hen th ere ’s som eth ing doing in 
insurance y ou ’re apt to see M r. Law  a ct­
ing in som e official capacity  or else on 
the speaking program . He pinch-hitted 
fo r  President O. D. H auschild o f  the In ­
surance F ederation  o f  M innesota at the 
recent annual m eeting, Mr. H auschild be­
ing  quite ill at the tim e, and did a darned 
good  job  o f  it. L atest new  office handed 
him  is that o f delegate from  the M inne­
sota Pond o f  the Blue Goose to the grand 
nest next A u gu st in A tlantic City.

• • •

Fixing Things Up
Y e K eyholer had hoped this w eek to  be 

able to pass out som e m ore exclusive in ­
surance news, nam ely, all about the next 
annual convention  o f  the A ssocia tion  o f 
Insurance A gen ts o f  M innesota, but he 
has been asked to  hold his peace fo r  a 
few  days. It seem s Charlie L iscom b up 
Duluth w ay  is fix in g  up a few  tricks fo r  
w hat prom ises to be one o f  the sw ellest 
conventions the association  has held in 
m any a year. Suffice to  say H ibbing ’s the 
place where the business sessions w ill be 
held and that the fun  w ill be over at Lake 
Esquagam ah, not fa r  aw ay.

*  •  *

Management's Duty
“ It is the duty o f  m anagem ent to so 

conduct the affairs o f  its business that 
security  is guaranteed to those em ployes 
w ho devote their lives to that business,”  
said A rth u r F. Hall, president L incoln  
N ational L ife  Insurance Co., in the open­
ing  address o f  the lead-off business m eet­
ing  o f  his com pany ’s th irtieth  anniversary 
convention  at F ort W ayne, Ind., this 
w eek. “ Y ou  n ot only have a righ t to 
cjuestion your fu tu re  w ith your organ iza ­
tion ,”  M r. H all told  assem bled salesm en, 
“ but it is your duty to exam ine this ques­
tion  thoroughly. Y ou r  fu tu re security  is 
o f  fa r  g rea ter  im portance to you  and 
your dependents than is your rate o f  com ­
m ission or  earn ings.”

MUTUAL FIRE STATEMENT

Hardware Mutual Fire Insurance 
Company of Minnesota

Minneapolis, Minn.

Organized 1899

R. J. GRANT, President J. E. HANSON, Secretary

Attorney to Accept Service in Minnesota: 
COMMISSIONER OF INSURANCE

PERMANENT FUND, $500,000.00

Income in 1934
Premiums and Assessments......................... $3,964,301.64
From all other sources................................. 337,800.57

Total Income ...............................................$4,302,102.21

Ledger Assets, Dec. 31, 1933...................... $5,146,564.19

Sum .................................................................. $9,448,666.40

Disbursements in 1934
Net losses paid................................................... $ 967,752.99
Dividends to Policy Holders.....................  1,312,495.16
All other disbursements................................. 1,266,080.96

Total Disbursements .................................$3,546,329.11

Balances .........................................................$5,902,337.29

Ledger Assets Dec. 31, 1934
Book Value of Real Estate..........................$ 295,923.84
Book Value of Bonds and Stocks............ 4,481,715.34
Cash in Office and Banks..........................  758,739.96
Agents’ Balance and Bills Receivable.. 334,313.40 
All other Ledger Assets................................. 31,644.75

Total Ledger Assets (as per balance) .$5,902,337.29 

Non-Ledger Assets ........................................$ 89,395.46

Gross Assets .................................................$5,991,732.75

Deduct Assets Not Admitted..................... $ 15,781.06

Total Admitted Assets............................... $5,975,951.69

Liabilities Dec. 31, 1934
Unpaid Losses and Claims..........................$ 126,379.64
Unearned Premiums .....................................  2,658,297.95
Contingency Reserve ...................................  500,000.00
All other Liabilities.........................   101,843.40

Total L iab ilities ..........................................$3,386,520.99

Permanent or Guaranty Fund...................$ 500,000.00

Surplus as regards policy holders............$2,589,430.70

Total Premiums, in Force Dec. 31, 1934
Net Premiums .................................................$5,024,163.16

Business in Minnesota in 1934

Net Risks Net Premiums Net Losses
Written Received Incurred

Fire ..................... $ 27,193,990 $276,227.94 $ 73,271.91
Motor Vehicles. 3,888,032 19,022.29 7,156.94
Inland Naviga- 

t i o n a n d  
T r a n s p o r ta ­
tion ................. 27,722 866.09 70.08

Tornado, Wind­
s t o r m  a n d  
Cyclone .......... 9,631,804 22,523.90 5,004.04

Sprinkler Leak­
age ................... 83,170 236.20 .

Riot, Civil Com­
m o t i o n  and  
Explosion . . . 157,667 203.18 .

3,134

121,155

5.32 .
Rental, Use and 

Occupancy . . 306.57 .

$ 41,106,674 $319,391.49 $ 85,502.97

State of Minnesota 
DEPARTMENT OF INSURANCE

I HEREBY CERTIFY That the Annual Statement 
of the Hardware Mutual Fire Insurance Company of 
Minnesota for the year ended December 31, 1934. of 
which the above is an abstract, has been received 
and filed in this department and duly approved by me.

FRANK YETKA,
Commissioner of Insurance 

C. B. H.
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BUILDING AND
The 21st annual convention  o f  the M in­

nesota League Building, Loan and Sav­
in gs A ssociations, to  be held in St. Cloud 
Ju ly 11, 12 and 13, is distinctive in that 
it w ill be a jo in t m eeting w ith N orth  
and South D akota, an experim ent w hich 
m ay solve the question o f  convention  
m eetings fo r  other neigh borin g  states.

Thursday, July 11, w ill be devoted to 
registration  and a g o lf  tournam ent at 
the St. Cloud C ountry Club. A  sigh t­
seeing tou r to the M innesota State R e­
fo rm a tory  fo r  B oys w ill leave the hotel 
at 2 :30 and w ill be a conducted tour, as 
entrance m ust be m ade b e fore  3:00 
o ’clock. T w o hours is required fo r  this 
educational tour. D inner w ill be at 6:30 
at the St. Cloud Country Club. A n  in ­
form al get-acquainted m eeting  w ill con ­
clude the evening, also a group m eeting 
o f  the Federal Savings and Loan A sso ­
ciations w ill be held Thursday evening.

Sessions w ill be held in the court room  
o f  the beautifu l Stearns county court 
house and w ill begin  p rom ptly  at 9:00 
o ’c lock  F riday  m orning.

R obert J. R ichardson , president o f  the 
F ederal H om e Loan Bank o f  Des M oines 
w ill brin g  a m essage from  that institu ­
tion  fo llo w in g  the address o f  w elcom e 
by  Phil H. Collignon, m a yor o f  St. Cloud. 
R esponses w ill be m ade by  representa­
tives o f  M innesota, N orth  and South 
Dakota.

John R. B. B yers, d irector m ortgage  
insurance, also d irector o f  savings, bu ild­
in g  and loan  relations o f  the Federal 
H ousing A dm inistration , W ashington , 
D. C., w ill address the group F riday

Money to Loan on 

Owner Occupied Homes

First Federal Savings

517 Marquette Ave.

360 Robert St. 129 So. 7th St.
St. Paul Minneapolis

m orn ing  on “ W hy Build ing and Loan A s ­
sociations Should M ake Insured M ort­
gag e  Loans U nder T itle  II .”  M iss M ar­
garet Opperud, secretary  o f  the M adison 
Building and Loan A ssocia tion  o f  M adi­
son, S. D., w ill speak on “ V aluations.”
C. A . W illiam s, executive v ice president 
o f  the F arg o  Build ing and Loan A s so ­
ciation  w ill lead a discussion  on “ Nuts 
to Crack, But H o w ? ”  A  questionnaire 
has been m ailed to every  association  in 
the three states regardless o f  league a f­
filiation and fro m  the prom pt return o f 
these questionnaires, m uch in terest w ill 
be m anifested in this particu lar subject.

F or  the v isitin g  ladies a luncheon has 
been arranged by  M rs. Jam es J. Q uigley, 
assisted by  M rs. E lizabeth  Crary Donath, 
M rs. Ed A . M urphy, M rs. Jam es H. M ur­
phy, M rs. A . A . L agergren  and M rs. 
F red  C. Lindt.

One o f  the fam ous fish fr y s  at L ee ’s 
L og  L odge on Sauk R iver w ill be a fe a ­
ture fo r  the delegates F riday  noon.

A . D. Theobald, d irector o f  research  
A m erican  Institute Build ing, Loan and 
Savings A ssociation , Chicago, w ill be a 
speaker at the a ftern oon  session F riday.

J. M. R ountree, general m anager F ed ­
eral Savings and Loan A ssociations, 
W ashington , D. C., has been invited. A n ­
gus Grant, assistant to M r. R ountree, 
w ill attend the convention. M r. Grant 
w as fo rm erly  associated w ith  the Duluth 
H om e B uilding and Loan A ssociation , 
but fo r  the past year has been in W ash ­
ington.

Ted W . A tkins, field d irector U nited 
States Build ing and Loan L eague, Chi­
cago, w ill speak on “ L eague M em bership 
and the N ational P ublicity  P rogra m .”

O. J. Jerde, St. C loud State T eachers’ 
College, w ill be one o f  the F rid ay  speak­
ers. M r. Jerde ’s appearance on the p ro ­
gram  assures a discussion  o f  real in ­
terest.

W . R. Y oun gqu ist, state representative 
o f M inneapolis, w ill speak on “ T axation .”

“ P erform able  P rom ises”  is the subject 
upon w hich R alph W . M anuel, F irst F ed ­
eral Savings and L oan A ssocia tion  o f  
M inneapolis w ill speak.

The annual banquet w ill be held F r i­
day evening at the Breen H otel, preceded 
by  a concert at 6:30 g iven  by  the St. 
Cloud B oy s ’ Band, under the direction  o f
G. O liver R igg s , bandm aster. Ed A . M ur­
phy, president o f  the Security  Build ing 
and Loan A ssociation , St. Cloud, w ill 
preside as toastm aster.

M orton  Bodfish, executive v ice  presi­
dent U nited States Build ing ad Loan 
League, C hicago, is invited  to  be the 
speaker at the banquet. Jam es J. Q uig­
ley , chairm an o f  the board  o f  directors, 
Security  Build ing and Loan A ssociation , 
St. Cloud, and John F. Scott, president 
M innesota Build ing and Loan A ssoc ia ­
tion, St. Paul, fo rm er  St. Cloudite, w ill 
also speak at th is evening session. E n ­
tertainm ent features are planned and the 
evening w ill be concluded w ith  dancing.

The Saturday m orn ing  sessions w ill 
conclude the m eeting, individual m eetings

E C O M M E R C I A L  W E S T

LOAN
o f the three states being  arranged fo r  
these business sessions, when reports w ill 
be made by the com m ittee chairm en, f o l ­
low ed by  the election  o f officers and dele­
gate to the national convention  w hich w ill 
be held in Cincinnati N ovem ber 13, 14 
and 15.

F or  those w ho did n ot m ake the tour 
on Thursday a ftern oon  to  the M innesota 
State R e form a tory , a trip  can be ar­
ranged fo r  Saturday m orning.

The second la rgest granite quarries in 
the w orld  are located  in St. Cloud. The 
U nited States V eteran ’s H ospita l is one 
o f  the in teresting  places fo r  v isitors to 
the city . A  Sky Circus June 29 and 30 
w ill dedicate the new  A ir  P ort o f  St. 
Cloud, known as the W hitney  M em orial 
A ir  P ort. St. Cloud is a beautifu l little 
c ity  located in the center o f  the state 
and divided by  the M ississippi river.

M rs. D. E liza C rary  o f  St. Cloud, g en ­
eral secretary  fo r  the convention , w ho 
is also secretary  o f  the M innesota League, 
in a letter to C om m ercial W est, fu rn ish ­
ing the fo re g o in g  in form ation  o f  the con ­
vention program , says:

“ R eservations are com ing in daily  and 
this convention  now  prom ises to be one 
o f  the best w e have ever held. I hope 
v isitors to  the convention  w ill be able 
to rem ain over fo r  a fe w  days to  see 
som e o f  the beautifu l and in teresting  
spots in and around St. Cloud. The im ­
m ediate v icin ity  boasts o f  m any lakes 
and excellent fish ing.”

M A N Y  B U IL D IN G  A N D  L O A N  A S S N S .
50 Y E A R S  OLD

Three hundred savings, bu ild ing and 
loan associations w hich are m em bers o f  
the U nited States Build ing and Loan 
L eague w ill have com pleted their fiftieth  
anniversary by  Ju ly 1 th is year, it is 
reported  by  the L eague. Scattered 
through  30 different states these h a lf- 
century old hom e-financing institutions 
now  have assets o f  $503,650,000, reports
H. F. Cellarius, secretary -treasurer o f 
the League.

D E C L A R E S  E X T R A  D IV ID E N D
M innesota M ining & M anufacturing  

Co., St. Paul, has declared an ex tra  d iv i­
dend o f  2%  cents and regu lar quarterly  
dividend o f  15 cents, both  payable Ju ly  3.

H O M E  L O A N S
REFINANCING
REMODELING

BUILDING
Long Term— Low Rate

Twin City Bui ld ing  
and Loan A ss n .

Fourth at Minnesota— St. Paul
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TH E Q U A K E R  O A T S  C O M P A N Y
Buyers of Oats Corn Wheat Barley

Mills at Cedar Rapids, la. St. Joseph, Mo. Akron, Ohio

Address: Chicago, 111. Grain Dept.

Processing Tax 
on Flax Lost

Recent advices from Washington indi­
cate that the duplicate bills to levy pro­
cessing taxes on flaxseed and compen­
satory taxes on competitive drying oils 
have been pigeonholed for this session 
of Congress. With the present mass of 
legislation pending, carrying the Presi­
dent’s “ must” orders, there appears to be 
little hope for the passage of the flax­
seed processing tax bills.

Shipments of flaxseed from Argentina 
last week totaled 677,000 bushels, of 
which 71,000 are destined to the U. S. A. 
This brings the total exports from Argen­
tina so far this year up to 42,100,000 
bushels, says the Archer-Daniels-Midland 
Co., compared with 33,100,000 during the 
same period in 1934. In other words, ex­
cellent marketing by the Argentine has 
kept the price within about 5 cents a 
bushel range since the first of the year, 
and they have been able to dispose of 
10,000,000 more bushels of flaxseed than 
in the past two seasons by this date. 
Argentine weather continues only moder­
ately good, and there is still no indica­
tion that the dry weather has broken in 
the flax growing area. Broomhall advises 
that the northern part will require gen­
eral rains very soon.

Linseed oil shipments continue to be 
quite good. Linseed cake prices for ex­
port are about 50 cents a ton lower, and 
domestic meal prices anywhere from $1 
to $2 a ton below recent quotations.

The Bank Lobby

(Continued from page 59)

Just Got Under Wire
A. A. (Doc) Barton, vice president of 

the American National at Little Falls, 
just got under the wire for the M. B. A. 
convention smoker last week. That’s un­
usual as “ Doc” generally is on hand ear­
ly. “Just couldn’t get away sooner,” said 
Mr. Barton to Commercial West. “ Too 
much business these days . . . didn’t even 
have time to get shaved . . . closed the 
bank, jumped a bus and here I am . . . 
hope I haven’t missed too much.”

• • •

Most Spectacular Shot
Vice Pres. F. G. Stoudt of Chatfield’s 

First National is sure a good sport, and 
he laughed as heartily as anyone else 
when Chairman W. R. Murray, Midland 
National, Minneapolis, announced him

winner of the most spectacular shot at 
the M. B. A. convention golf tournament. 
It came right on the heels, too, of Mr. 
Murray’s presentation to Mr. Stoudt of 
the prize for the high net score. “ That 
was the most sensational shot ever seen 
anywhere,” said Mr. Murray. “ It bounced 
off four trees and almost rolled in the 
cup.”

a  •  ©

Visit in East
Pres. B. F. Kauffman of the Bankers 

Trust Co., Des Moines, returned home 
last week from a trip to Washington and 
New York. While in the East Mr. Kauff­
man, with Pres. Herbert L. Horton of the 
Iowa-Des Moines National Bank & Trust 
Co., attended the convention in Vermont 
of the Association of Reserve City Bank­
ers.

• • •

That N. D. Spirit
President E. C. Cunningham, First & 

Commercial National Bank,  Williston, 
who knows northwestern North Dakota 
better than any other one man living in 
that section, says: “ Give us this crop 
this year and a couple more years of 
good returns and we’ll forget all the bad 
years we’ve had. Both crops and live­
stock are on the way back.”

North Dakota Bank News
North Dakota’s Secretary of State has 

issued certificates increasing capital from 
$10,000 to $15,000 and renewing term of 
corporate existence for 25 years to the 
following banks: Farmers State, Bentley; 
Reservation State, Makoti, and Pioneer 
State, Towner.

J. W. Scott has been elected second vice 
president of the First State of Gilby and 
also director to succeed Nora C. Fadden.

Alfred H. Bakken has again accepted 
assistant cashiership of the State Bank 
of Heimdal.

Certificates renewing term of corpor­
ate existence for 25 years have been is­
sued by the Secretary of State of North 
Dakota to: Farmers State, Mooreton; 
Bank of Rhame; First International, Wat­
ford.

Grain Price Range
June 19 June 26

WHEAT—
July ........ .$0.91% $0.921/4
Sept......... . .82% .82%
Dec. ........ . .82% .83%

OATS—
July ........ . .331/8 .35
Sept.......... . .301/2 .32
Dec...........

RYE—
July ........ . .441/s .44
Sept.......... . .451/8 .45%
Dec...........

BARLEY—
July .......... .41% .43%
Sept.......... . .401/4 .42
Dec. .........

FLAXSEED- 
July ........ . 1.54 .153%
Sept.......... . 1.53 1.53%
Dec........... 1.55

Temporary Fund 
Extended

After much ado about new forms for 
deposit insurance, bankers worrying over 
the fear temporary insurance be auto­
matically changed to the permanent form 
on July 1, the Senate on Tuesday adopted 
a resolution extending the temporary form 
for one year. Thursday afternoon the 
House committee voted to extend it 60 
days. The resolution had to go to confer­
ence to adjust the time difference, but 
there was scarcely a question, as Com­
mercial West went to press, but what the 
resolution would be approved by both 
houses and signed by the President before 
July 1.

Rastus: “ Brothaw president, we needs 
a cuspidor.” President of the Eight-Ball 
Club: “ I appoints Brother Brown as 
cuspidor.”

€A R IIIL
MINNEAPOLIS

COUNTRY OFFICES
Fairmont, Mian. Lincoln, Nob. Cedar Rapids, la. 
Davila Lake, N. D. Marshall, Minn. Hastings, Nob. 

Sioux Falls, S. D. Williston, N. D.

»ninth 
Milwaukee 
Creen Bay 
Omaha

TERMINAL OFFICES
Chicago Albany
Toledo 
Buffalo 
New York

Boston
Winnipeg, Man. 
Montreal, Quo.
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BUSINESS WANT DEPARTMENT
SERVICE COMPANIES

ALL KINDS OF SIGN WORK expertly done. 
From the smallest window card to the largest 
billboard, we will cooperate and give you fair 
estimates. Window lettering a specialty. Call 
or write JOHN GEMLO SIGN CO., 12 North 
12th St., Minneapolis, Phone Ge. 0227.________

RE-UPHOLSTERING OR REFINISHING  
furniture for the home or office our specialty. 
One piece or suite at prices that merit your 
consideration. Will deliver free anywhere in 
the Twin Cities. Write or phone A C FURNI­
TURE CO., 3705 Nicollet Ave., Minneapolis, 
Phone Re. 7865.

LET HARFF PAINT ’EM—AUTO PAIN T­
ING that has won the approval of hundreds of 
automobile owners. Our satisfied customers 
our best ad. W e want more of them. Esti­
mates will be cheerfully given. L. H. Harff, 
15 North 12th St. Phone Main 4896.__________

TRUCK OW NER has one truck— capacity 
31/2 ton— available for long or local hauling. 
Would like to make connection with Minne­
apolis or St. Paul industry shipping to any 
part of Minnesota. Address HENRY POTHEN, 
406 E. 18th Street, Minneapolis. Phone: 
Bridgeport 4442.

B ANK I NTEREST W A N T E D
Experienced banker wishes to buy an active 

Interest in country bank. Address Box 541, 
care Commercial West.________________________

Canadian banker, 25 years’ experience, 
fourteen years as successful branch manager, 
wants to buy small interest or controlling 
stock in American bank. Full particulars as 
to size of town, living conditions, etc. Ref­
erences exchanged. Box 548, Commercial 
West.

BANK FOR SALE
CONTROL AVAILABLE in a modern and 

up-to-date Minnesota point of 5,000 popula­
tion. Bank in excellent shape— making money 
—best of reasons for wishing to sell. For 
confidential data communicate with Box 546, 
care Commercial West.

HELP W A N T E D
Cashier wanted. Good small bank south 

central Minnesota with working control. 
$2,000 will handle. Box 554, care Commercial 
West. _____________

INVESTMENT DEALER wants experienced 
bond salesman for territory representation, 
preferably Southern Minnesota. Address Box 
552, care Commercial West.

You Will Be Heard 
At 4  Cents a Word

Rates for advertisements in 
this department are 4 cents per 
word each insertion. Words dis­
played in Capitals 8 cents per 
word. Initials, name, address, 
location and abbreviations count 
as one word each. Copy para­
graphed, 28 cents per line. Check 
or postage stamps must accom­
pany all orders. All answers to 
advertisements under key num­
bers must be accompanied by a 
three-cent stamp.

COMMERCIAL W EST
Rand Tower Minneapolis

MISCELLANEOUS

General Merchandise Store, town of four 
hundred, located in southwestern Minnesota, 
in good farming district which has not known 
a poor year for some time past. Reason for 
selling, wish to retire. Address Box 551, care 
Commercial West.

SITUATIONS W A N T E D

Cashiership wanted, good country bank, by 
banker of 20 years experience. Good refer­
ences. Now employed. Make moderate invest­
ment. Box 558, care Commercial West.

Position wanted by young man, desiring 
work in country bank—University education 
but no experience. Address Box 557, care Com­
mercial West.

Position as assistant cashier—ten years 
banking experience. References. Can invest. 
Address Box 555, care Commercial West.

Assistant cashiership or cashiership wanted 
by experienced young banker. Can invest. 
Address Box 549, care Commercial West.

FARM LANDS W A N T E D
Timber land wanted. Second growth pre­

ferred not more than one hundred miles from 
Minneapolis. Will buy either land or take 
timber— optional. Box 177, care of Commercial 
West.

Wanted: N. D. or S. D. farm— all improved 
— a farm that one can realize a return on a 
substantial investment. Property must be 
clear— Torrens Title preferred. Box 179, care
of Commercial West.

Wanted: Hay land. Will rent or lease 
reasonable land in any part of North Dakota 
(would prefer Red River Valley) for the rais­
ing of hay. Write Box 180, care of Commercial 
West.

FARM LAND FOR SALE

DOUGLAS COUNTY FARM. 500 acres near 
Brandon. Here’s a farm that is a real invest­
ment. Best soil in Douglas County. All 
equipped. 8 room house, 2 baths, hot water 
heat, ultra modern in every respect. All out 
buildings good as new. Priced to sell at $75 
per acre. Box 176, c/o Commercial W est.

FURNI TURE A ND FI XT UR ES

If you are contemplating going into the 
banking business we have a complete set of 
fixtures for sale very cheap. These fixtures 
include vault door, burglar alarm, marble fix­
tures with all equipment. Write Box 108, care 
Commercial West.

Several nests of Mosler and Diebold Safa 
deposit boxes at one dollar per opening. One 
Brandt money changer $45.00. One Burroughs 
commercial posting machine, cost $1,325.00, 
sell for $225.00. C. A. Doyle, 108 Mldelfart 
Clinic Buildng, Eau Claire, Wis.______________

Left hand, Marble Fixtures and two Vault 
Doors for sale. Must sell at once. Address 
Box 553, care Commercial West.

I NVESTMENTS

Controlling interest in bank located in 
southern Minnesota town. Excellent condi­
tion. Money maker. Has paid dividends last 
4 years. Takes about $11,000 to handle. W . R. 
Olson Company, Fergus Falls, Minnesota.

Our client, an experienced country banker, 
is interested in purchasing stock in a sound 
bank in a town of 1,000 papulation or more, 
where he can assume an executive position. 
W . R. Olson Company, Fergus Falls, Minne. 
sota.

PURE OIL REPORT
Pure Oil Co. is reported planning to 

sell 32,000,000 notes to refund $27,500,- 
000 outstanding and to obtain additional 
working capital. President Dawes stated 
net earnings first four months of 1935 
were about $1,700,000 after all charges. 
Company reported net loss of $884,872 in 
1934.

WORLD WHEAT CROP
World wheat crop will be 5 per cent 

or 165,000,000 bushels greater this year 
than last, the Department of Agriculture 
reports. This increase will only partly 
offset a reduction of world stock of 295,- 
000,000 bushels on July 1 so the net

change in supplies for the 1935-36 crop 
year will be a reduction of 3 per cent 
or 130,000,000 bushels.

USED CAR SALES
A reduction in stocks of used cars dur­

ing the month ended June 10 is indicated 
by a National Automobile Dealers’ As­
sociation Survey. Returns from 220 deal­
ers situated throughout the country 
showed that combined stocks in these es­
tablishments on June 10 were 7,000 used 
cars and 900 used trucks compared with 
7,838 cars and 896 trucks in the 30 days 
previous. Sales during the 30 day period 
were 8,076 cars and 444 trucks.

NEW CELOTEX PROGRAM
Celotex Co. for six months ended April 

30, shows net loss $88,510 after all 
charges against $197,669 in like period 
a year ago. By changes announced in 
proposed reorganization plan, preferred 
stockholders will receive one share of 
new preferred and one share of new com­
mon for each two shares of old preferred 
as against only one share of new pre­
ferred under original plan. Common will 
receive one share of new common for 
each three old shares held against one 
share for four under the former plan.

Commercial West is exclusive in the 
Northwest as a business paper.

L E G A L  D E C I S I O N S
The complete opinion In any case noted In this depart­

ment and reported in the National Reporter System, can 
be obtained from the W est Publishing Company on receipt
of twenty-five cents.

WEST PUBLISHING CO.
ST. PAUL, MINN.

James F. Williamson George F. Williamson Ralph F. Williamson
TRADE n  *  T I V I V T C  COPY 
M ARKS - l  / m  -I  JEiiw! .E 3  RIGHTS

Business Established 1885

WILLIAMSON &  WILLIAMSON
925 Met. Life Building Minneapolis
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Actual Size in Genuine Leather Binding

★

“It’s The
Handiest Thing 
On My Desk.”

Says the Head of a 
Big City Bank:

“ I don’t see how any 
with banks of the Ninth 

person doing business 

Federal Reserve Dis­

trict can be without it.”

ORDER
YOUR COPY TODAY

★

Commercial W est,
Minneapolis, Minn.

Attached is our (my) check for $7.50 for which send the Com­
mercial W est for one year (52 issues) and one copy of your 1935 
Bank Directory of the Ninth Federal Reserve District.

Commercial West alone $5.00
The Directory alone____ 5.00

Total .............................. $10.00
Save $2.50 by ordering 

them together now at
only ...............................  7.50

The Directory alone to 
regular Commercial 
West subscribers...................... 2.50
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5,000 Entries Per Day
To post the ledger entries of the correspondent 

customers of the First National of Minneapolis 

takes the full time services of six persons. Five 

thousand items is the daily average total, while 

the dollar volume of debits and credits combined

is approximately $5,200,000. The same speed and 

accuracy which distinguish all our services to 

correspondents prevail in this division of the 

work,— one more reason why the First is the 

choice of two thirds of the Ninth District’s banks.

First N ational
]ew a ttn teu t

BANK and TRUST 
C O M P A N Y  OF Minneapolis

an La and Ĵ auLcinketA

M . O . Grangaard
Vice President

C. B. Brombach
Assistant Cashier

W . A . Volkm ann
Assistant Cashier

J. J. Maloney
Representative

Investment Advisory Division, K . T . Martin • L. C. Vobayda
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